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BULGARIA 


BRIEFS 


MECHANICAL ENGINEERING EXPORTS--Sofia, 23 Jul (BTA)--Within the CEMA framework 
Bulgaria specializes in the manufacture of mechanical engineering products such 
4s power generation and electrical engineering equipment, hoisting and transport 
machinery, facilities for communication purposes, equipment for the food and 
light industries, tractors, farm machinery and computer equipment. Great are 
the achievements in manufacturing electric and I1.C.E. trucks. For the 1960-1981 
period electric truck production went up more than 13-fold. I.C.E. truck 
production was nine-fold in the 1970-1981 period. The production growth is the 
most impressive with electric hoists--29-fold over the last twenty years. The 
share of Bulgaria in the total production of electric hoists of the CEMA 
countries is 54.5 percent. In 1981 Bulgaria exported 94 percent of the electric 
trucks made (92.9 percent to the CEMA states), 94.4 percent of the electric 
hoists (91.8 percent to the CEMA countries), 79.2 percent of the 1.C.E. trucks 
(71.4 percent to the community countries) and 77 per cent of the tractors 

(76 percent to the CEMA states). The share of computer and communication ejuip- 
ment in the Bulgarian exports is constantly on the rise. In 1981 it already 
exceeded 37 percent. [Text] [AU231325 Sofia BTA in English 0825 GMT 23 Jul 83] 


RUDE PRAVO ARTICLE REPORTED--Sofia RABOTNICHESKO DELO (p 7) and NARODNA ARMIYA 
(p 1) of 10 August carry an identical 400-word report on the 9 August RUDE PRAVO 
article "The Historical Merits of Lenin's Party." The report quotes RUDE PRAVO 
that "The CPSU is aimed with the only really scientific ideology--Marxism- 
Leninism--and that its goals and ideals fully correspond to the objective needs 
of social progress." The report later points out that "the CPSU is decisively 
struggling against opportunism, defending and developing Marxism-Leninism, and, 
on this basis, is solving the new principled questions faced by mankind.” 

Sofia TRUD of 9 August carries a 200-word report on page 1 on the same article. 


‘No further processing planned. [Text] [AU110906] 


SFRY PRICE INCREASES--Sofia RABOTNICHESKO DELO in Bulgarian on 9 August on 
page 4 carries a 500-word report from the "BTA correspondent in Belgrade” 
entitled "After the 'Unfreezing' of Prices.” The report points out that "only 
several days after the 26 July decision of the SFRY Government to ‘unfreeze’ 
prices, the prices of many articles and services went up." According to the 
report, the price of bread has increased between 22 and 42 percent ("the price 











ot the same kind of bread is different in the various republics and even in 
separate settlements,” the report stresses). The report also notes increases 
in the price of beer, wine, and public transport. Citing the danger of 
additional price increases “illegally initiated by separate plants and local 
organs,” the report quotes SFRY television that "prices could be increased only 
one month after the decision,” referring to the government decision of 26 July. 
The report later quotes Belgrade BORBA on the danger of “turning the reform 
into a worthless peace of paper,” if the present rate of in‘lation persists. 

No turther processing planned. [Text] [AU110911] 


AGRICULTURAL DEVELOPMENT--Sofia, 12 Aug (BIA)--Bulgaria not only meets all of 
her needs in farm produce (with the exception of some southern crops--cof fee, 
citric fruits, olives), but is also exporting substantial quantities of them. 
loday Bulgaria is one of the world's first countries in exporting fresh and 
processed fruits and vegetables, grapes, tobacco and so on. These results were 
obtained through the concentration and industrialization of the branch. Having 
passed through three stages of consolidation, today the Bulgarian agriculture is 
one of the most concentrated in the world. A modern material-technical base 
was built and industrial technologies were transferred into practice, which 
helped the quick raising of the labour efficiency. The power available per 
farm worker went up from 0.35 horsepower in 1965 to 10.92 horsepower in 1981. 
All tactors of the production intensification in the branch have developed at 
accelerated rates. The proportion of lands under irrigation went up from 

21 percent in 1970 to 25.4 per cent in 1981. In 1981 the agriculture was 
provided with more than one million tons of chemical fertilizers (as pure 
substance). Compared to the pre-war year 1939 the total farm output has been 
more than trebled, and at the same time the share of those employed in the branch 
has diminished to 35.1 percent (as against 63.8 percent in 1961) of the whole 
workforce of the country. The peasants’ income has also grown considerably. 
[he annual income of a person engaged in the branch went up from 822 leva in 
1962 to 1,750 leva in 1977 and 2,140 leva in 1982. [Text] [AU120944 Sofia BTA 
in English 0815 GMT 12 Aug 83] 


CSO: 2200/133 











HUNGARY 


STUDY SHOWS ENTERPRISE MIXED REACTION TO GUIDANCE SYSTEM 
Budapest FIGYELO in Hungarian 28 Jul 83 p 3 


/Article by Annamaria Inzelt: "Concerning Economic Guidance--With 
Enterprise Eyes"/ 


/Text/ The management independence of enterprises is one of the important 
cheracteristics of the Hungarian economic guidance system. Even in the 
period between 1957 and 1968 the producing organizations had operational 
independence. But the guiding principles of economic reform formulated 
in 1966 inter reted this in a new way and the enterprise law of 1977 
established the action independence of management organizations in many 
areas of economic life. 


But creating a guarantee of the independence set forth in the regulations 
and realizing it in everyday practice are difficult things. 


In the past 15 years the indepencerce of management organizations has not 
developed in accordance with the declared principles, so a study of its 
content and of how it can be realized is timely even today. The 
organizational-institutional system, which remained unchanged between 
1968 and 1980, and the increasing difficulties in the second half of 

the 1970's made difficult the development of the action independence of 
enterprises and cooperatives. 


FIGYELO recently asked the leaders of 130 industrial, construction industrv 
and domestic trade enterprises and cooperatives to answer a questionnaire 
dealing with economic public opinion. By the time processing of the data 
began about 80 had answered, most of them leaders of machine industry and 
light industry enterprises. Large enterprises and small cooperatives of 
domestic industry figure among the respondents. The degree of 
representation is as follows: 

















Table 1. Ratio of Respondents (in 1962, the branch as a whcle equals 100 
perce.t) 
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l. Share 8. Mining and metallurgy 

2. In net receipts 9. Machine industry 

3. In net profit 10. Chemical industry. 

4. In export. ll. Light industry 

5. Convertible accounting 12. Total of industrial branches 

6. Ruble accounting quest ioned 

7. In number of employees 13. Domestic trade 


14. Construction industry 


The selection in terms of questionnaries returned finally resulted in a 
sample in industry which permits a survey of the opinion of leaders of 
enterprises which are significant exporters, that is of those more 
subject to market competition. 


Looking back over the past 15 years, the leaders of the management 
organizations see the changes in independence influencing management 
as follows: 


Figure 1. Intensity of Material Interest 
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Actuzl Independence 


The larger part of the respondents felt that it did help their management 
that they cculd decide independently in certain questions. It is worthy 
of note that in regard to the changes of 1968 the majority of those 
responding to 1983 (68 of the 80 leaders) said that the possibility 

of incependent decision helped unambigvously while in regard to 1982 

the larger part of those considering independence to be advantageous 

(53 of the 80) felt that ic helped management, but less than expected. 
From the answers given to the next question we learned why--because they 
were not indeperdent enough. 


Locking at the graph it is worth noting, despite the small number of 
respondents, that 1978 was the year when there was an increase in the 
number who did not list independence among the factors helping management. 
The economic policy course modification caused such a sharp turn in the 
situation of some enterprises that they saw less hope of being able to 
master the situation alone. Similar causes--the significant changes in 
the price and regulator system in 198C and a number of mcdifications in 
19€2--lie behind the opinion, not of a large number but of an increasing 
proportion, according to which independence is nct an advantage but 
rather a disadvantage. It truly was not easy to adapt to the sudden 
changes, especially for a vegetating, deficit organization, short of 
funds and incapable of staying on its feet or getting on its feet from 
its own resources. Such an enterprise seeks a life-belt, and does not 
worry about independence. 


Eighty percent of the enterprise and cooperative leaders participating in 
the survey corsidered an increase in real economic independence necessary 
in the interest of more effective management. They consider this mcst 
urgent in price gereration--as appears from the rank ordering in the 
questionnaires. The necessity of a sclution as scon as possible is 
supported by the fact that only four leaders felt the price system 
introduced in 1980 unambigucusly helps efficient management in its 
present form of operation. According to the opinion of the leaders 

of other industalal management organizations this price system helps 
efficient management more than the former one did but less than destred 
(59); or helps less than the former one (1); or simply does not help (7) 


Two thirds of the respondents considered the use of free prices in domestic 
trade correct but one third considered it incorrect. What is more 
interesting than the comtined figures is the fact that among those 
approving of the use of free prices we find every responding domestic 
trade and construction industry organization, the great majority of 
chemical industry enterprises and the larger part of those in light 
industry. But among machine indwstry enterprises and cooperatives we 
find an almcst equal number of leadem who recommend an expansion and 

a reduction in the sphere of free prices. The different answers are 
incependent of the size of the organization and of whether we are talking 
about significant or insignificant exporters. 




















The Strings Attached... 


After price generation, the enterprises consider a further increase in 
enterprise eccncmic independence to be most important in costs management 
(materials, wages and amortization). In many cases the costs forints 
“with strings attached," the incentive to manage factor by factor, are 
not suitable to serve rationalization of the entire management of the 
enterprise or cooperative, rational thrift with costs or the rational 
combination or substitution of resources. 


In third place they mentioned developmental decisions as an area where 
there might be a need for further significant expansion of enterprise 
econcmic rights. This was followed, with only a few less points, by 

the demand for greater decision independence in import acquisitions. 
Relatively many, but a good bit fewer than above. consider it impcertant 

to ensure a more independent decision possibility in convertible accounting 
expert and in manpower management. The rest of the list is as follows: 

7. research financing; 8. ruble accounting export; 9. annual plan 
preparation; 10. medium-range plan preparation; 11. domestic marketing; 

12. domestic acquisition. 


It is the function of the economic regulators to transmi’. economic policy 
goals and the prescriptions of the national economic plan in such a way 
as to create an interest on the part of the management units in realizing 
the goals set forth. They should help the enterprises to adapt flexibly 
to changing circumstances unforeseen at the time of planning also. 


The enterprises and cooperatives participating in the survey are working 

in areas where the effect of supply and demand and the profitability 
requirement play a determining role. Thus the enterprises should 

operate on the basis of economic interest also. Despite this only half 

of the respondents felt that profit interest was a crucial factor in their 
actions. The graph shows the change over time in the intensity of material 
interest. 




















Figure 2. The Role of Independence 















































enone tan) (1) 
~ bt 
id me 
an i ie | 
aaoesl 3) 
eet: @ \ " 
20° —. - \ 
"TIT 
Maat | 

. i NS 














Key 

|. Number of enterprises and cooperatives ‘each 
2. Crucial 

3. Significant, but not primary 

4. Net significant 


The intensity of profit interest differs for enterprises in the varicus 
size groups and it changes significantly over time. The greatest zwing 
can be observed in the two extreme groups--the largest and smal’ est 
enterprises. 


The ratio is smallest (under 30 percent) for the small enterprises in 1974 
and for the large enterprises in 1980 of those whose leaders felt that 
profit interest was one of the most important factors in their economic 
decisions. 


The role of the tax system is interdevendent with the effective sphere 
of profit interest. 


An equal number of respondents (19 and 19) feel that the present tax 
system encourages efficient management for all or that it does not 
encourage efficient management. Somewhat more (25) feel that the tax 
system plays an incentive role only for those managing well while fewer 
(16) feel that the tax system plays an incentive role only for those 
managing badly. 


The small sample suggests caution in connection with any further grouping 
but it is worth noting thai among enterprises exporting little iu the 
ruble relationship (less than 5 percent of receipts) and among 
enterprises corducting convertible export in the midale range (between 5 
anc 20 percent of receipts) there is a good bit higher ratio of those 
according to whom the tax system encourages no one to more efficient 
management. 

















im the recent past the Hungarian National Bank significantly modified 
its practice of providing circulating assets credit. The changes were 
imnterdec to enco.rage the management organizations to better, more 
etficient stockpile management and improved payrents discipline. It 
would be advantageous to realize these goals in the present economic 
situation, But it is not certain that the measures taken are capable 

it effectively aiding their realization. According to the enterprise 
and cooperative leaders responding who make use of circulating assets 
eredit the credit practice of the Hungarian National Bark is encouraging 
them primarily to manage as such as possible with their own circrlating 
assets alone and only secondarily («nd in a good many fewer cases) does 
it move them to the systematic marketing of current stockpiles. 


The circuiating assets credit practice of the Hungarian National Bank 

cam encourage to only a very smzll degree the search for delivery partners 
with more favorable conditions and a systematic collection of foreigr 
ders, which is understandable because there are a number of other 
comditiorns for these things as well. At the same time we cannoi ignore 

the role of the credit practice in encouraging a manipulation of stockpiles. 


The leacer of ore enterprise explained this as follows: “In its credit 
practice the bank is not 4 business partner but an authority. In our 
judgment stockpile sanagement could be improved much more purpcsefully 
by increasing interest rates, keeping in ming a study of the economic 
conditions, than by supplementary circulating fund withdrawal." 


in additior tc the opinion of enterprise and cooperative leaders concerning 
eccnomic processes and management possibilities we also inquired about 

what sort of questions concerned ther, what they would like to have answered 
in the columns of FIGYELO by party leaders, researchers ana those responsible 
for state guidance. 


in following weeks the experts will answer these questions. 


5984 
cso: 2500/393 











HUNCARY 


TSZ ANCILLARY ACTIVITY BENEFICIAL DESPITE RAPE ABUSES 
Budapest MAGYAR HIRLAP in Hungarian 30 Jul 83 p 5 


/interview with Mihaly Lohoczki, deputy first secretary of the National 
Council of Producer Cooperatives, by Ivan Gador/ 


/Text/ The debate is slowly coming tc rest. The ancillary operations of 
the producer ccoperatives continue to develop and expand their activities 
in respcnee to differentiating market needs. With the economic structure 
becoming variegated and with the spread of various forms of undertakings 
the industrial, commercial and service units of the agricultural 
cooperatives are less and less conspicuous economic formations. But some 
striking failure or criminal act again and again calls the attention of 
public opinion to the ancillary operations and false generalizations are 
often voiced. 


The presidium of the National Council of Producer Cooperatives (TOT) put 
the matter of the ancillary operations on the agenda twice this year. 

Out ccileague, Ivan Gador, asked Mihaly Lehoczki, deputy first secretary 
of the TOT, how the interest protection orgenization judges the ancillary 
activities of the TSZ's represented by it. 


Mihaly Lehoczki was born in 1934 in Totkomlos. He completed the agricultural 
college in Odessa in 1957. From 1960 to 1976 he was chief agronomist of the 
Red Star Producer Cooperative in Fuzesgyarmat and since 1976 he has beer 
deputy first secretary of the National Council of Producer Cc. operatives. 


/Question/ It appears to the observer that the TSZ's are defending 
themselves, are being forced to justify themselves, instead of concentrating 
their intellectual energy on the development of ancillary operations which 
are socially and economically useful. 


/Answer/ At the last session of the presidium I myself formulated it this 
way: We are torturing ourselves. But what else can we do? In recent 
months there Las been such concentrated fire on the industrial, service 
anc commercial undertakings of the TSZ's that we had to study in cetail 
what errors the TSZ's were making to serve as a cause cf the attacks. 











/Question/ Really? Is it possible that there reclly are more swindling 
profiteers in the ancillary operations than in other areas of the economy? 


/Answer/ The statistics prepared on economic crimes show that there are 
not. Just this strange appearance.... If there is stealing in a TSZ 
that word “producer cooperative” rings from the reports about it as 
virtually always characteristic. If ttere is embezzlement at a state 
enterprise no one ever emphasizes state property as the cause. Of 
course, it may be that my ears have become more sensitive than they 
should be in years past. But just think how peinful it is if one has 
constantly tc explain himself for his successes. 


/Question/ There is no doubt that the great majority of the ancillary 
operatiors are profitable undertakings. According to wel] known cata 
these operations produce nearly one third of the total prefit of the 
TSZ's and half of their developmental funds. 


/Answer/ And they are certainly conducting socia!ly useful activity, 
for the great part activity closely connected tc the basic agricultural 
work. The spectrum of specialities extends from food processing through 
machine repzeir to construction. This activity provides products at a 
higher degree of processing, provides secure, reliable machine operation 
anc cheaper construction of agricultural buildings, out of their own 
resources. How foodstuffs trade in the capital or the provinces could 
be imagined today without the TSZ retail shops I do not know. How the 
renovation of housing and public buildings in the capital and other 
cities could progress at this pace without them I do not know either. 
Anc | am afraid that the services indispensable for everyday life would 
be in short supply if the producer cooperatives hed not seen cpportunities 
in then. 


/Question/ According tc many the TSZ‘s saw too much of an opportunity in 
housing renovation, cleaning, synthetics processing, auto repair ari other 
booming trades. And in order to earn more they expard such activities 

out of proportion and entice away frcm inaustry many special experts 

and even entire brigades with disproportionate income. 


/Answer/ Why is it a crime for a mangement organization to react sensitively 
to market needs? If there is a demand for something then not tc cc it is the 
crime. If a producer cooperative is capable cf flexibility, by its nature, 
and interested in it, it is ferced tc develop in the direction where it 

finds profit, so maybe one should not limit, make difficult or condemn this 
work but rather stuay how they do it. And those so often mentioned high j 
incomes! Maybe we should be proui of them, but it is a proven fact thet 4 
the average income of those working in ancillary operations is significantly 

lower than the industrial average. This follows from the character of their 

activities. To a very large extent they employ a female work force trainea 

cn the job and they are most active in branch*s with low wages. 


10 








/Question/ Nevertheless, all the gossip about the fabulcus incomes which 
can be attained in some places cannot be entirely grcundless. 


/Answer/ Why? Are there not exceptionally high incomes in industry or 

in any other 4rea of the economy? If this may be more frequent in the 

TSZ ancillary operations it is because the 1SZ leaders differentiate 

moré courageously. It is true that their possibilities for this are 

tetter than those of industrial leaders too. It makes TSZ wage management 
more flexible that there are many part time workers in agriculture, workers 
wich relatively lower wages. 


/Answer/ So, there are violations of the regulations or price formation 
and profit generation. There are many irregularities, the level of 
supervision is often low, it may even be neglected. This is an old 
problem of ours. And not only in the ancillary activities but in the 
basic activity. There are few economists, for trained accounting experts. 
And those TSZ‘'s organizing ancillary operations recently do not have 
sufficient experience yet. It is relatively easy to get off track, run 
down a deac end. We Lave not beer able to convince the TSZ leaders that 
they have great responsibility in adhering to the rules of management, 
because each mistake harms not only their own farm but the entire movement. 
We are being watched by a thousand eyes and there will always be those who 
will draw generalizing conclusions from each precedent. 


/Question/ Lax supervision or the violation of management rules here and 
there is hardly a characteristic of cooperative property.... 


/Anewer/ It does rot console us that this nappens elsewhere also. Nor 

cam we justify ourselves by noting that among the many good rules and 
resultations there are bad ones, crippling ones. Nor is it an argument 
that the rigid accounting schema, the frequently tangled, over-complicated 
legal regulatior is difficult to follow and almost forces violations of tte 
rules. We should recognize that the development of enterprise internal 
management has not been able to follow everywhere the incredibly swift 
biological and technologica] developmert of the past two decades. And 

we should recognize that even today we have not worked out the competition 
rules indispensable in the changed economic conditions system. 


/Question/ This certainly cannot be laid to the account of the TOT alone. 
Those guiding and representing other sectors of economic life are backward 
with the development of regulations too. But as this interview progresses, 
| get the feeling that there is an aspect of self-torture not only for the 
TOT presidium meeting dealing with the theme but for this interview too.... 


/Answer/ Let us say that the tone J intended to strike was self-critical. 
We should not fall inte the error of indulging in self-justification, 
enphasizing achievements and hiding mistakes because of unmotivated attacks 
awakening politically painful memories. But at the same time I say with a 


11 











tranquil conscience that the developmert of the ancillary activities of the 
producer cooperatives, as a whole, is going in a gooc direction and still 

at a suitable pace in spite of the ever stricter economic ccnditions. And 

if in some area we represent competition to state industry, services or 
trade, then in my opinion we should be happy about it, for honest competition 
is a factor encouraging the economy. 


8964 
CSC: 2500/398 
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HUNGARY 


OFFICIAL CLAIMS ENTREPRENEURIAL POSSIBILITIES NOT FULLY EXPLOITED 
Budapest FIGYELO in Hungarian 28 Jul 83 pp 1, 4 


(Interview with Adam Juhasz, state secretary of the Ministry of Industry, and 
Istvan Papp, director general of the Institute of Energy Economy, by Gyorgy 
sa deputy editor in chief of FIGYELO; date and place of interview not 
given 

[Text] On the basis of the experience with enterprise 

business work partnerships [EBWPs], there is growing demand 

to provide the conditions for intrapreneurial or business 

activity also during regular working hours. Gyorgy Varga, 

deputy editor in chief of our paper, interviewed Adam 

Juhasz, state secretary of the Ministry of Industry, and 

Istvan Papp, director general of the Institute of Energy 

Economy, on the possibilities and conditions for such a 

solution. 


Gyorgy Varga: The operation of EBWPs has magnified and spotlighted the weak- 
nesses of enterprise income and wage regulation. I think that the right re- 
sponse to these phenomena is not to drown small businesses, but to adopt the 
standpoint that is gaining ever-wider acceptance: to seek and find ways for 
making collective intrapreneurship possible also during regular working hours. 
What is your opinion of this? 


Istvan Papp: I agree with this, but I would like to begin by laying down ay 
principled position that the need for intrapreneurship must not be linked to 
enterprise size. A basic requirement is that eventually all our business or- 
ganizations become intrapreneurial. 


Adam Juhasz: I share the view that primarily performance and labor productiv- 
ity during regular working hours must be raised to the level that small busi- 
nesses are achieving after hours. Regrettably, this is difficult to accom 
plish under the present conditions, specifically because of the given system 
of wage regulation. For wage regulation starts out from the not unfounded as- 
sumption that for a variety of reasons, primarily for reasons associated with 
the price system, we are unable to measure and compare performances. Thus 
there is no guaranty that behind the additional wages paid there actually will 
be additional performance. It is no accident that the enterprises have backed 
away from the progressive wage forms that provide incentives for increased 
performance--such as lump sum payment, for example--because the growing per- 
formances of the workers concerned were colliding with the wage ceiling. 
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Thus EBWPs were convenient bridging solutions, enabling the enterprises to 
circumvent the limits imposed by wage regulation. Yowever, the EBWPs are no 
substitute for the performance gap during regulz~ working hours. 


Gyorgy Varga: Thus the question is whether it is pow sible to develop, under 
the present systems of organization and regulation, such a form of intrapre- 
neurship during regular working hours that could mobilize the performence re- 
serves that exist at the enterprises. 


Adam Juhasz: In my opinion, such a possibility unquestionably exists, priz- 
arily in areas where performances can be measured fairly well, or where the 
world market directly rates performance. In these areas the conditions for 
performance-commensurate wages are given. This is not possible in other 
areas. However, intramural competition is feasible within any regularly recur- 
ring activity that can be performed by several groups or collectives simulta- 
neously. Examples of such activity are the various services, maintenance, 
toolmaking, parts production, and production's infrastructure in general. I 
would like to point out intellectual activities, primarily designing and the 
related engineering services, because in this area the possibilities of compe- 
tition are especially good. 


Istvan Papp: It is in our vital interest to utilize our brainpower better and 
more effectively than at present. If we want to boost innovation in produc- 
tion, we must introduce qualitative changes first of all in research and de- 
velopment, and in the area of engineering. 


Adam Juhasz: The possibility of achieving this is only enhanced by che fact 
that our enterprises and planning and design institutes are mostly large ones 
where the same assignment can be given to any of several groups. In other 
words, this provides the opportunity for intramural competition. The fact 
that competition among enterprises has not developed on the domestic market is 
no obstacle to organizing a specific labor-market competition within an enter- 
prise. 


Gyorgy Varga: But you do agree that when there is no competition among enter- 
prises, then this intramural competition depends to a large extent on the man- 
agers’ subjective intentions; whereas if there were competition among enter- 
prises, higher performance would become an objective necessity, and this could 
enhance also the establishment of a system of intramural competition. 


Adam Juhasz: I agree with this, and therefore in the present situation we 
should perhaps appeal more strongly to the enterprise directors’ self-aware- 
ness. 


Gyorgy Varga: What would be the mode of realization? 


Adam Juhasz: For example, an enterprise, a planning and design institute or 
an engineering service receives a commission. Breaking the commission down 
into suitable parts, it would invite tenders for these parts from among its 
employees. The intrapreneurial groups participating in the bidding could be 
either ad hoc partnerships formed for the given assigment, or permanent cre- 
ative collectives. I think it should be pointed out that intrapreneurial or- 
ganizations could play an important role in acquiring business, for which they 
should be rewarded even when it is not they who actually do the work. 
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The collectives would elect the leaders of their groups; or enterprising cre- 
ative workers could gather around themselves suitable specialists for a given 
assignment. Thus in principle it can be imagined that only the leader, not 
the entire group, figures as the intrapreneur. In their bids the intrapre- 
neurial teams would have to specify the time limit within which they wil! 
complete the assigment, their ideas regarding the technical solutions and 
parameters, the indicators of operating efficiency for the machinery or equip- 
ment, and the amount of their fee. The management of the enterprise or insti- 
tute would open the tenders, perhaps with the customer's participation, and 
decide to whom to award the work. 


Gyorgy Varga: Such a commission or order is usually for a comprehensive pack- 
age. How could such a package be let for competitive bidding within the 
enterprise or institute? 


Istvan Papp: The only way would be for the management to break down the pack- 
age into partial assignments that are in accord with the technological speci- 
fications and at the same time are manageable for the teams. From which it 
also follows that the managements of the institutes would have to do more co- 
ordinating work. 


Gyorgy Varga: So far we have not discussed the price and cost interrelations 
of intramural competition. 


Adam Juhasz: Let us stick with the example of a planning and design insti- 
tute. The institute or enterprise accepts a commission from the customer for 
a specified fee, based on the schedule of fees for planning and design work. 
The purpose of intramural competition would be to perform the commission for 
less than this fee. The institute or enterprise would bill the intrapreneur- 
ial teams for the use of assets, operating overhead, etc. commensurately with 
the proceeds or on the basis of actual usage. The profit of the institute or 
enterprise would be the difference between the fee agreed on with the customer 
and the fee paid the intrapreneurial teams. 


Gyorgy Varga: According to your concept, how would the income of the intra- 
preneurs develop? 


Adam Juhasz: For the duration of their activity, members of the intrapreneur- 
ial teams would get either no salary or only a proportion of their regular 
salary, because the basis of their income would be the taxable intrapreneurial 
fee. If only the team leaders are the intrapreneurs, the members of the teams 
would continue receiving their salaries, plus a share of the joint income. 


Istvan Papp: In this way it would be possible to achieve almost automatically 
also the differentiation of incomes in accordance with performance. 


Adam Juhasz: Yes. The system of competitive bidding would presumably rid the 
institutes of deadwood, and very significant income differences could probably 
develop. Thus the system of competitive bidding would unambiguously result in 
improving the efficiency of intellectual activities and services. 


Gyorgy Varga: But this system would not end within an organization the devel- 
opment of two levels of performance and income, and the resulting stresses 
within the organization, just as the system of EBWPs has been unable to do so. 
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It seems that these are contradictions stemming from real and objective rea- 
sons, and that they will have to be taken increasingly into consideration in 
the lives of the organizations in the future. This conflict situation is en- 
countered within foreign organizations as well. 


Istvan Papp: I have two comments to make. First, internal competition in- 
volves risk. Wot only for the institute or enterprise, but for the intrapre- 
neur\al collective as well. Nobody should be led to believe that here he can 
only earn more than at present. If there is competition, real competition, 
then this also means that there will be some who will be forced out of compet- 
ing or will have to be satisfied with an income more modest than what the best 
ones are earning. 


Secondly, although I agree that an incentive system based on competitive bid- 
ding could play an important role in raising efficiency, I wish to emphasize 
that this must not become a rule mandated from above. The instruments that an 
institute or enterprise has in its arsenal for improving efficiency must be 
very diverse and flexible. It is necessary to develop the methods and organ- 
izational forms of incentive adapted to the nature of the task. 


At the Institute of Energy Economy, for example, we probably would be able to 
use the system of competitive bidding to carry out only smaller commissions 
because some of them can be carried out by any one of several creative groups. 
Otherwise we get our contracts by bidding on the world market. 


Gyorgy Varga: I agree that intrapreneurial organizations can be no substi- 
tutes for converting the enterprises into entrepreneurial organizations. But 
I would like to call attention to the fact that lately capitalist corporations 
whose entrepreneurial nature can hardly be questioned--such as IBM, Xerox and 
others--have been exerting considerable effort to develop intrapreneurial 
teams and to simulate competition within the corporations. For they find that 
in certain activities--primarily in creative intellectual activity and serv- 
ices--intrapreneurial competition liberates additional energies, and that it 
shortens and makes more fruitful technological development and product devel- 
opment in particular. Furthermore, the management consulting companies gener- 
ally are based on the team system. In other words, the entrepreneurial nature 
of a corporation--of a big corporation, I might add--is likewise no substitute 
for intrapreneurship, for competition among the collectives at the workplace. 


Adam Juhasz: This example likewise provides convincing proof that we should 

be making much wider use than at present of the possibilities inherent in an 
incentive system based on competitive bidding within the enterprises. Although 
there have been some initiatives to organize profit centers and so-called cli- 
enteles, these initiatives are still very limited. I see the main cause of 
this reluctance in our unwillingness to depart from the rigid and basically 
hierachical enterprise structure. Yet we must abandon this structure if we 
are to introduce intrapreneurship. 


Istvan Papp: That's right. The rigid hierarchy should be loosened. 
Adam Juhasz: That in itself would not be enough. In my opinion, it should be 


dismantled from a certain level downward. The headquarters of the enterprise, 
or the chief engineer's office at a facility, should be retained. But those 
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rectangles in the organization chart should be abolished, because only this 
way can we create realistic possibilities for the formation of ad hoc teams 
and for competition among them. Another reason why some people do not regard 
this proposal as feasible is that they fail to break down the assigments into 
parts that can be handled fairly independently. 


Istvan Papp: Th prerequisites for this must likewise be ensured. This is 
why intramural competition can be achieved only gradually. In my opinion, the 
looser and the more flexible a system of organization, the more efficient man- 
agement and organization the enterprise or institute needs, and the more defi- 
nite central guidance it must receive. At the Institute of Energy Economy, 
for example, competition among teams to carry out parts of an assignment would 
be feasible only if, among other things, we had sufficient orders on our 
books. In other words, if the same planning and design assignments were oc- 
curring simultaneously. 


Adam Juhasz: I think the possibilities for intramural competition would be 
wider if the customer would formulate only the assignment. For example, if he 
would say only that this or that building must be supplied with heat. In this 
case the intrapreneurial teams could compete with one another also in the con- 
ceptual solution. Thus there would be wider room for the development of cre- 
ative abilities. 


Gyorgy Varga: Not to mention that in this manner the engineering enterprise 
could offer the customer real alternatives. But now let us turn to the ques- 
tion of whether intrapreneurship during regular working hours can be achieved 
under the present system of regulation. 


Istvan Papp: Only if we remove the present limits of wage regulation. I have 
in mind not special regulation based on exceptions, but a solution that would 
function like a mechanism. There are also other prerequisites for introducing 
an incentive system based on competitive bidding. First of all, a system of 
costing and internal accounting that accurately reflects the inputs and per- 
formances. 


Adam Juhasz: Several planning and design institutes have already indicated 
their willingness to participate in an experiment with an incentive system 
based on competitive bidding. However, the rules of the game have not been 
developed as yet. We hope that in the near future agreement will be reached 
with the appropriate organs regarding these rules, and then we will be able to 
announce more widely the possibility of participating in the experiment. 


Gyorgy Varga: The proposed method is noteworthy not only for economic rea- 
sons. The sociological effects, the effects on the environment at the work- 
place could be at least as important. 


Adam Juhasz: I believe they could be. Identification with work can be better 
achieved in these collective businesses. The experience with EBWPs indicates 
that workers are participating in such businesses not merely in the hope of 
higher incomes. They are motivated also by the direct link between income and 
performance, by the knowledge that by completing the work they are giving per- 
formance commensurate with their abilities, for which they will receive prede- 
termined income. Democracy assumes real meaning in electing the leaders, and 
also in dividing the fee. 
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I would like to emphasize that I regard the application of intramural competi- 
tion expedient not only in plamning and design activity, but also in many 
areas of production and services. 


Gyorgy Varga: Thank you for the interview. 


1014 
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HUNGARY 


SOME DISMEMBERED ENTERPRISES NOW FOUNDERING 

Budapest MAGYAR HIRLAP in Hungarian 20, 21, 22 Jul 83 
{Article by Ilona Kocsi: “Vegetating Businesses ?"] 
(20 Jul 83 p 7] 


[Text] The score is tied. Of the four former Lampart en- 
terprises, two are profitable and the other two are operat- 
ing at a loss. In the same way when all four were still 
parts of a single large enterprise. Then nothing has 
changed during the past 2.5 years? Is business going on as 
usual? We will be seeking answers to these questions in 
our article that is appearing in three installments. 


The partitioning of Lampart was the first milestone in the wave of reorganiza~ 
tions during the past 2 or 3 years. One enterprise became four. The reason- 
ing was that each enterprise would get along separately just as well as they 
had been getting along jointly, because their internal cooperation had been 
fairly undeveloped even in the past. The four factories had been operating 
independently, each with a production structure of its own that tied in bare- 
ly or not at all with the production structures of the other three. Their op- 
erations were more or less successful. 


High hopes were attached to the change. The enterprises wanted to prove that 
they could get along better separately, and the supervising organs would have 
liked to see the soundness of their decisions confirmed in practice. But the 
proof and the confirmation have yet to come. This is the layman's immediate 
conclusion upon seeing the results or the lack of them. For can loss and low 
efficiency be regarded as confirmation? Actually, of course, the equation is 
not that simple. Immediate judgment can be passed only by a person who ex- 
pected an outright miracle, not just much, of independence. That the enter- 
prises would forget and deny their joint existence over a period of several 
decades, would suddenly become very efficient and turn the previous losses a- 
round into profits. 


Miracle Has Not Occured 
The expected miracle, then, has not occurred. That is a fact. But the ex- 


perience of the past few years is nonetheless interesting. Even though indi- 
rectly, it does confirm the soundness of the decision. 
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Dr Istvan Vasas, director of the Bonyhad Enamel Ware Factory (Bonyhadi Zomanc- 
arugyar), says: “In one respect independence is unquestionably favorable: it 
accelerates the processes. If we were still together, the large enterprise's 
"big hat’ would conceal the problems, and all the stresses that were causing 
strain in the past would still exist.” 


Dr Istvan Vasas had been a department chief within the general directorate, 
and at age 35 he suddenly became director. What he inherited is likewise not 
bad. The factory was operating profitably in the past, and it is profitable 
also now. 


Pal Szabo, economic deputy director of the Kecskemet Enamel and Bathtub Fac- 
tory (Kecskemeti Zomanc- es Kadgyar), says: "During the past 7 or 8 years, we 
always showed a loss. This did not create any special problem while we were 
under the large enterprise, because it was profitable. We started out on our 
own with a loss of 44 million forints, which we reduced to 7.0 million in 
1981. But we closed last year once again with a substantial loss, 80 million 
forints. Why this wide fluctuation? New investment also shares the blame for 
the 80-million loss. It should have been completed by the end of 1981 but was 
delayed a good 9 months. Meanwhile, one of the principal machines in the pro- 
duction line broke down and was idle for 3 months. Then a second machine had 
to be repaired. Furthermore, our investment was being financed with a bank 
loan of 407 million forints. Can you imagine what that means? The value of 
our production is between 500 and 600 million forints." 


In spite of all this, the Kecskemet factory may consider itself fortunate. 
Its loss must have been truly depressing, but its arguments have finally been 
heard. Although in itself the decision that the Economic Committee adopted 
recently will not end the enterprise's loss, it will in any case ease the en- 
terprise's burden. More about this later. 


No Confrontation 


But what should the people at the Salgotarjan Iron Foundry and Stove Factory 
(Salgotarjani Vasontode es Tuzhelygyar) say? Besides being a loss maker, it 
also bears the “stigma” of low efficiency. The Economic Committee was not so 
“understanding” toward this factory as toward the one in Kecskemet, and this 
obviously was not by accident. During the past 2.5 years, there has been a 
high turnover in top management. Most recently, the director himself resign- 
ed, of whom officials at the other factories spoke with recognition, saying 
that “he was the one who had made a real factory out of the Salgotarjan 
plant.” And who, again according to others, was a firm believer in independ- 
ence. Two years ago he had sounded very optimistic on these pages. He had 
promised a profit and confrontation for this year. Neither has occurred. The 
confrontation has not occurred because the Salgotarjan Iron Foundry and Stove 
Factory has a new director, Sandor Gressai, as of 1 July. 


Referring to the fact that his successor as director of the Salgotarjan fac- 
tory of Vegyepszer [Chemical Industry Construction and Installation Enter- 
prise) had not yet been named then, Sandor Gressai said: "You are looking at 
the director of two factories simultaneously." Thus his opinion of the Laa- 
part enterprises’ independence can be only the opinion of an outsider. 


"On the basis of merely one week's experience, I think that the personne] con- 
ditions of independence were lacking here the most. The enterprise was feeling 
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the effects of this during the past two years, and probably also the continu- 
ous losses can be traced beck to this.” 


Here we immediately have a counterargument: the person who comes from afar 
can say what he likes. Naturally, Sandor Gressai's opinion is not conclusive, 
but it is sonetheless interesting. For he had appraised the possibilities 
when he accepted his new position. He can still afford to be impartial. 


But let us look at the fourth enterprise, the Lampart Chemical Industry Ma- 
chine Factory (Lampart Vegyipari Gepgyar). As evident from its name, the 
Budapest enterprise has retained the former large enterprise's trademark. 
When asked suddenly, Imre Dobai, the economic deputy director, does not know 
what to say about the reorganization. It 211 happened so long ago. His hesi- 
tation is understandable. He had been sitting at this same desk in the past, 
as economic director of the large enterprise. Any criticism of the old 
Lampart is directed against him as well. He is sitting now at the same desk, 
but he gust view the world through different glasses. And he really cannot be 
expected to denigrate his old self merely because in his new job he must act 
in accordance with the new interest relations. 


Second-Guess ing? 


"This situation is entirely different,” explains Imre Dobai. "The interests 
of the large enterprise required different decisions than what the present 
interests require. These decisions could be criticized in retrospect, but why 
should they be? I personally do not feel that I am less now as deputy than I 
was as economic director. My workload has not become less, it has merely 
changed. And my salary has not been reduced.” 


The Lampart Chemical Industry Machine Factory is the other profitable enter- 
prise. It does not have the financial problems that exist in Kecskemet, and 
its efficiency is not low as in Salgotarjan. But it has its own “cross” to 
bear. Under the large enterprise, some development or investment was begun at 
every factory, with the exception of the one in Budapest. Thus production is 
continuing on worn out, obsolete , old equipment. The drawbacks of this, at 
least in the long run, are as great as of the financial disequilibrium due to 
heavy borrowing. 


Just this auch as an introduction. Each of the four enterprises started from 
a different base, and the past is decisive even today. It is impossible to 
undergo a radical change in 2 or 3 years. Therefore, even our very first 
statement is a faulty one. The score cannot be tied, because the game is not 
yet over. Profit and loss are initial results from which anything could de- 
velop. But the first lesson can already be drawn: the success of independent 
business activity does not depend solely on proclaiming independence. For if 
the necessary conditions are lacking, then the enterprises are doomed to inde- 
pendent vegetation, instead of independent business activity. In the case of 
Kecskemet, for example, it was evident--at least that was the claim in retro- 
spect--that it would be unable to cope with repaying 407 million forints of 
credit. In the way stipulated in the contract that the large enterprise had 
conc luded. 


But let us not anticipate events. The problems of the two unprofitable and 
the two profitable enterprises will be discussed in greater detail tomorrow 
and the day after. 
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[Text] Io yesterday's installment we concluded that if the 
necessary conditions are not ensured, the enterprises are 
doomed to independent vegetation, instead of independent 
business activity. Today we are continuing our series de- 
scribing the present sitwation of the Lampart enterprises. 
On this occasion we will discuss the two profitable enter- 
prises: the Lampart Chemical Industry Machice Factory, and 
the Bonyhad Enamel Ware Factory. But as we shall see, pro- 
fitable operation does not sutomatically mean also an easy 
and secure future. 


imre Dobai, economic deputy director, lists the figures that ine _ the en- 
terprise’s result. Profit last year was 48 willion forints, and «5 million is 
planned for 1983. The layman is surprised. Can independence in this case 
possibly mean that the profitable enterprise is approaching the unprofitable 
ones, and mot the other way around? No, this is not the point. The facts 
must be faced. And that is what Lampart did when it decided not to delay re- 
newal any longer. It is starting renewal this year. As a result, it wil! 
produce less gachinery for the chemical industry in 1983 than it did last year. 


Tactic of Small Steps 


Imre Dobai explains the bacaground: “Reconstruction has been delayed nearly 
10 years. We decided on reconstruction already under the 5th Five-Year Plan, 
but it was postponed. Last year we applied for credit, but did mot get any. 
That too is understandable: today economic policy is giving preference to in- 
vestments with a short payoff period that result in the expansion of export 
capacity or the substitution of import. In our case we have a substantia! 
amount, little additional output, and a long payoff period. We too were 
thinking of und ctaking some export to capitalist countries, but we abandoned 
the idea. It vould not have been realistic, and we did not want to become a 
*second’ Kecskemet. After all, our biggest customers are the domestic pharma- 
ceutical factories and producers of chemical intermediates, and also a few so~ 
cialist countries.” 


For want of something better, the enterprise took cognizance of the evolved 
situation. But it had to invest in any case. The ename] industry furnaces 
were designed 30 to 40 years ago, and they are operating with 25 to 30 per- 
cent efficiency. In Western Europe the efficiency of such furnaces is al- 
ready around 75 percent. Each modern machine would result in considerable 
savings, while at the same time also quality would improve. This is why the 
enterprise has applied for energy rationalization credit. And from the State 
Development Bank it is requesting assistance for its closed-cycle parts pro- 
duction. In other words, instead of investment embracing the entire process, 
the enterprise has chosen the tactic of small steps. They are beginning work 
on Capacity maintenance, and eventually things will turn out somehow or other. 


Admittedly, all this sounds rather uncertain. With this comment Imre Dobai 
refers to another of their problems. Namely, the future of the production of 
machinery for the chemical industry does not depend entirely on Lampart. It 
depends also on Ganz-MAVAG [Ganz-Hungarian State Iron, Steel and Machine Fac- 
tories] where the indispensable boiler end plates are made on a single 
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machine. So long as that machine works, there will be boiler end plates. But 
once it wears out or breaks down, there will be none. Demand already exceeds 
supply. Therefore customers sre assigned priorities. Ganz-MAVAG--obviously 
in its own best financial interest--does not want to maintain this stop-gap 
production in the long run. Only so long as this machine is working. 


The question automatically arises: If the supply is so uncertain, would it 
not be better to forestall trouble already now? The economic deputy director 
nods. That is exactly what they are trying to do, but with not much success. 
But they are also wary of basing their production on import. That is uncer- 
tain. Even if the provenance is a sccialist country. For the time being, 
therefore, they are just looking around and are thinking about design changes. 


But Lampart has a great advantage over the other factories: besides machinery 
for the chemical industry, it is making also other products. In other words, 
to use a popular expression, it is hedging its bets. If one product encoun- 
ters trouble, then another product can come into consideration. The Budafok 
factory unit is making mostly consumer goods, but lately it has begun to pro- 
duce industrial products as well. 


Machinery by the Kilogram 


Ema~lion. Does this name ring a bell? Certainly not to many people. It is a 
new trademark. A stylized lion in yellow outlines against a blue background, 
holding the number 1909 in its paw. That was the year the Bonyhad Enamel Ware 
Factory was established, by Bela Perczel. The lion was on the Perczel fam- 
ily's crest. (The first syllable of the trademark is from Email, the German 
word for enamel.) The enterprise in Bonyhad had been operating profitably for 
a good many years. This provided a good basis for independent operation. The 
firm is fortunate in another respect as well: an investment that was still 
planned by the large enterprise will be completed next year. Most of the 
equipment was purchased very advantageously, from an Austrian company that 
went bankrupt. Since the equipment was used, some of the machinery was sold 
by the kilogram. The equipment is now being installed by the factory's own 
maintenance personnel. In this way the investment, originally planned for 75 
million forints, will be achieved for 20 to 25 million forints less. A few of 
the machines are already operating in the shop, but the final layout will 
emerge only next year, when the investment project will have been completed. 
Together with the assets, the factory also acquired a line of utensils, which 
in practice was the first step in renewing the product line. Subsequently 
the factory concluded a licensing and marketing agreement with Du Pont, under 
which Hungary is the first socialist country, and the sixth country in Europe, 
to start the production of Teflon-coated steel sheet. A coming novelty will 
be electrically heated utensils. 


An outsider would think that marketing is no problem of Bonyhad, because there 
is always a demand for utensils. 


Dr Istvan Vasas, the director, is of a different opinion: "We did not have 
enough orders during the first half of last vear. The cheaper models still 
could be sold somehow, but not the special and more expensive products. Both 
types require the same amount of work to produce, but our profit would have 
been somewhat larger on the latter type.” 
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The Bonyhad Enamel Ware Factory exports utensils also to capitalist markets. 
It exported 32 willion forints’ worth in 1980, and this year's plan calls for 
exporting 42 million forints’ worth. However, there are obstacles to a fur- 
ther expansion of export: capacity om the one hand, and profitability on the 
other. With the realization of the investment project, the first problem will 
gradually cease, but the other one will remain depressing. Last year's 9 per- 
cent profit in relation to capital and wages will shrink to 6 percent this 
year. Since the profitability of export is higher than the profitability of 
domestic sales, the prices of enameled utensils have become free prices, and 
in this way the enterprise has gained more elbowroom. But this will not have 
such impact as yet on this year’s possibilities to raise wages, and the fac- 
tory 18 anticipating a wage increase of only 2 percent. 


Serious Disruption Possible 


"This is a problem,” said Dr Istvan Vasas, “because the wage level is now the 
lowest in Bonyhad. Employment in the enameling shop, the most sensitive stage 
in the technological process, dropped from 413 in 1981 to only 342 at the end 
of last year. However, actual employment is much lower.” 


Manpower problems are pressing also at the chemical industry machine factory. 
Blue-collar attrition is 7 to 8 percent a year, but white-collar workers also 
are leaving. Polish workers are momentarily easing the situation at the en- 
terprise. But once they leave, there could be serious disruption in key posi- 
tions. Imre Dobai regards the manpower shortage as the enterprise's single 
most important and unsolvable problem that is increasingly hampering produc- 
tion. The director in Bonyhad is of the same opinion. 


These, then, were the problems of the two profitable economic units. Actually 
their problems do not differ much from those of the unprofitable ones. How- 
ever, the future is viewed with some optimism at both places, although there 
is by no means little uncertainty as well. This is perceptible especially at 
the chemical industry machine factory where the cooperating supplier 1s 
threatening future production. 


(22 Jul 83 p 7] 


[Text] The problems of the profitable economic units are 
not much different from the problems of the unprofitable 
ones. This was one of the conclusions in yesterday's in- 
Stallment. But it must be admitted that the problems of 
the loss-making economic units are far more serious. The 
Kecskemet Enamel and Bathtub Factory, and the Salgotarjan 
Iron Foundry and Stove Factory have been struggling with 
losses for years. Recently this struggle reached the stage 
where also the supervising organs had to intervene. 


The source of the problems in Kecskemet is a lack of diversification. When 
the market is in a slump, the enterprise's very existence is in jeopardy. It 
is not possible to favor some other product, because there is no other prod- 
uct. This was accepted production policy within the large enterprise, and the 
losses in Kecskemet were offset by the profits in Budapest and Bonyhad. Since 
independence, however, the situation has become chronic. The slightest quiver 
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of the market is felt in Kecskemet. It started in 1980 with a loss of 44 mil- 
lion forints, and now it is 80 million forints in the red. In the meant ime 
Kecskemet once cut its loss back to 7.0 million forints but was unable to 
maintain this long. The basic problem is further aggravated by the investment 
project that is plagued by slippage, and hence also by cost overruns. Fur- 
thermore, the capacity of the new machines is not fully utilized as yet. In- 
stead of 200,000 to 220,000 bathtubs a year, only 123,000 tubs were produced 
last year. 


Failed Plans 


Pal Szabo, the economic deputy director, explains: "There were difficulties 
with placing the new machines in operation. The proportion of rejects was 
high. We were unable to meet our domestic delivery obligations, and this was 
the reason why a shortage of bathtubs developed. This year our plan calls for 
180,000 bathtubs, which will be increased by 10,000 next year." 


Other plans in conjunction with the investment project also fell through. For 
example, there were plans to swap bathtubs with Czechoslovakia: two sheet- 
metal Czechos}ovak tubs for one Hungarian cast-iron tub. This way we could 
have supplied 140,000 tubs for the domestic demand, by exporting 60,000 to 
70,000 tubs. 


"At that tiwe this was realistic, but today it is not,” says the economic dep- 
uty director. "We were also unable to penetrate the Western European market. 
Competition is very fierce. The Spaniards are especially dangerous competi- 
tors because their prices are low. We were unable to gain additional markets 
besides our traditional ones: Egypt, Syria and Lybia. Our capitalist export 
shows a loss even so, but this loss must be assumed if we wish to retain our 
markets." 


Thus if the Kecskemet factory were employing competitive pricing, it would now 
have to reduce its domestic prices. Instead the domestic prices were raised 
20 percent in May, and this is why the enterprise can be termed as fortunate. 
The Economic Committee took the “extenuating circumstances” into consideration 
and exempted the enterprise for two years from the obligation to follow the 
export prices. The credit has been rescheduled for repayment in 1985-1991. 

As a result of these measures, a loss of only 16 million forints is being 
planned for this year, and a profit of over 100 million forints for next year. 


The deputy director conducts a guided tour of the factory with some pride. 
The tubs now come in 14 different color, from plain white to palm green, as 
compared with only four colors previously. But this wide variety of colors 
can be seen only here in the warehouse, but hardly at all in the stores. 


"If the stores were to keep all colors in stock of every type of tub, they 
would have to stock 72 different kinds of tubs. For in addition to the con- 
ventional tubs we are making also designer tubs. To tell the truth, we are 
not even able to make enough tubs in darker colors. They are more labor in- 
tensive, and when we are making these tubs we cannot be producing anything 
else. Incidentally, only white tubs are being ordered for the housing-factory 
apartments. Thus we must make arrangements to produce white tubs in the 
largest series." 
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it 16 easy for Pal Szabo to reason in this manner. The problem in Hungary for 
the time being is the satisfaction of the quantitative demand, and therefore 
the manufacturer is able to dictate the conditions. But if things change the 
other way around and the market finally becomes saturated, then changes can be 
expected. But this would require also that the Kecskemet factory truly oper- 
ate at full capacity. 


Constant Cash Shortage 


When we interviewed him, Sandor Gressai had been director of the Salgotarjan 
Iron Foundry and Stove Factory only one week. Instead of a substantiated 
opinion, therefore, he was able to give us only his impressions and tell us 
about his plans. 


“One surprise that I encountered was the conspicuously low wage level. In- 
cluding also this year's 1.2-percent pay raise, the annual wage level is 
51,500 forints. Three years ago it was 41,250 forints. Thus wages have gone 
up ‘nicely.’ But even so the wage level is very low. And I have to retain my 
work force with such low wages." 


The director avoids giving a detailed assessment of the enterprise. He does 
not want to form hasty judgments. He prefers to let Sandor Mede, the economic 
deputy director, give the exact figures. They started in 1980 with a loss of 
80 million forints on 820 million forints of output, reaching a loss of 76 
million forints on an output of 920 million in 1982. For this year they are 
planning 18 million forints of profit on an output of more than 1.0 billion 
forints. Just as in the case of Kecskemet, however, this profit requires a 
central decision allowing the Salgotarjan factory to raise its domestic 
prices. Whether or not there will be a profit this year will depend in the 
final outcome also on when the price increases become effective. 


"When somebody is in a difficult situation, he must produce an enormous result 
to extricate himself from there,” sums up Sandor Mede. "Specifically as a 
result of its losses, the enterprise has been suffering from a constant short- 
age of cash. It is able to remain solvent only with the help of short-term 
credits. But even so, occasional late payments are unavoidable. This year, 
for example, interest on overdue payments alone amounts to 7.0 million for- 
ints, and supplier's penalties will reach 3.0 million forints. These expendi- 
tures increase costs enormously.” 


Moreover, the enterprise is not only operating at a loss, but it also belongs 
among the enterprises whose efficiency is low. And this already is a cumula- 
tive error indicating shortcomings in management. The central organs wanted 
to force the enteprise by compulsory measures to improve its operations and 
ordered a 10-percert reduction of its working capital. On the basis of a new 
audit and the enterprise's plan of measures, the Economic Committee might give 
the enterprise a “last chance” and suspend the reduction of working capital. 


Apathetic Atmosphere 
Sandor Gressai said: "When I accepted my appointment as director, I was aware 


of the enterprise's financial situation. But this business of reducing the 
working capital was a complete surprise. However, this does not alter my 
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plans the least bit. The enterprise's financial stability must be restored as 
soon as possible. How? First of all, inventory positions are too high. We 
must get rid of excessive inventories, and this must be done in such a way 
that the enterprise will profit from it. We also mobilized the workers: who 
helps to sell off our excessive inventories and comes up with some good idea 
will get 1 percent of the profit. 


"Technological and labor discipline must be tightened, for only in this manner 
is it possible to end quality complaints from customers. We must extricate 
ourselves somehow from the present uncertain and apathetic atmosphere, because 
it is impossible to work in this manner. And then we must develop a system of 
responsibility so that everyone will bear the good or bad consequences of his 
own work. This might sound too general, but for the time being I am unable to 
say anything more specific. I realize that it is impossible to operate perma- 
nently at a loss. Either the workers tire of their lower earning possibil- 
ities due to unprofitable operation, or the ministry has had enough and adopts 
measures. According to the plan, also a new product line might be added to 
stoves later on." 


So much about the by no means easy present of the four enterprises, and their 
plans for the future. Thus the past 2.5 years do not count much, neither for 
nor against. The success or failure of independence can be confirmed only 
over a longer period of time. One should not form a hasty judgment on the 
basis of the unsuccessful business activity up to now. 


1014 
CSO: 2500/396 
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HUNGARY 


STATISTICAL BUREAU PUBLISHES FIGURES ON NEW SMALL FORM OF BUSINESS 


Sudapest IPARI BS EPITOIPARI STATISZTIKAI ERTESITO in Hungarian No 7% Jul 83 
pp 255-261 


[Article, no author or title given] 
[Excerpt ] 
Method for Statistical Observation of the New Type of Economic Units 


[dentifying the activity of the new type of economic operating units is 
iniispensable to managing the eco - Conforming to this national econonic 
need the Central Statistical Office [KSH] beginning with the year 1982 began to 
collect data about the new type of economic operating organizations. 


Those small enterprises and small cooperatives fill out the KSH's questionnaire 
No 27 1364/1982 entitled “Statistical Report of Small Enterprises and Small 
Cooperatives” which the KSH listed in this category by assigning enterprise 
indicator numbers to them. The ones who supply data on the “Combined 
Statistical Report” No 27 1365/1982 on the other hand are the industrial and 
service cooperative specialty groups and the enterprise economic work 
cooperatives [“vgm"s]. Both kinds of questionnaires are filled out with 
semiannual frequency and are similar in their construction. Therefore we will 
discuss them together. 


We will observe this in introduction: in designing the questionnaires it was 
in important viewpoint that data typical of the economic operation of the new 
types of organizations should be obtained and that these should fit into the 
framework of the standardized statistical reporting system. But all this had 
to be done in such a way as to burden with as little administration as possible 
the units which often hardly have the personnel conditions needed to fill then 
vut. Ths dual effort is also reflected in the questionnaire. 


In Table 1 we ask for the total sales income for the activities (without sales 
tax, and with price subsidies), broken down into industrial products, 
industrial services, construction industrial activity and miscellaneous 
activity. The value of consumer services performed for the population appears 
in a separate column for the individual activity types. 
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In Table 2 they report the development of selling their own industrial 
production in each relationship (at the selling price at the time, with sales 
tax, and without the price subsidy). 


In Table 3 we ask for the employment data. The details of this table differ 
for the two types of questionnaires. The questionnaire for small enterprises 
and small cooperatives asks about the average number of employees full time, 
other than full time, and retired employees, their wages and incomes, broken 
down into physical and nonphysical employment. In addition it contains also 
the semiannual balance of the manpower turnover. In the combined statistical 
report there is a separate employment tabulation for industrial and service 
cooperative specialty groups, and another one for enterprise economic work 
cooperatives. Personnel and personal income data are reported on these--broken 
down into different employment groups. 


Table 4, “Retail Data” appears only in the questionnaire for small enterprises 
and includes units of commercial character. 


Both questionnaires also have so-called end-of-year supplements which must be 
filled in with the 31 December employment and data on national economic 
investments in progress. 


There is also a special table in the year-end supplement of the statistical 
report of small enterprises and small cooperatives. This inquires about “ne 
breakdown of sales income of industrial activity by main branches (machine 
industry, construction material industry, chemical industry, light industry, 
miscellaneous industrial branches); we use this to control the correctness of 
categorizing the given organization. 


Observation of the lump sum accounting and contractual divisions not mentioned 
until now is done on the nationally standardized statistical questionnaires, 
while collecting data on the economic work cooperatives set up by private 
persons is the job of the councils in whose geographic area they operate. 


First Results of Statistical Observations 


Formation and number of the new type of economic operating organizations, by 
type and branch 





In 1982, the first year when the statutes concerning establishment of small 
enterprises were in effect, 174 economic organizations operating as independent 
legal persons were set up in the nation's economy, 82 of them in industry. On 
31 December 1982 in industry one small enterprise belonged to the wood 
processing branch, there was one subsidiary enterprise in the printing 
industry, and 80 small cooperatives were operating--most of the latter in the 
machine industry and in the wood processing industry. While the majority 

(70 percent) of the economic operating organizations functioning as independent 
legal persons were formed in the first half of the year, there was a 
significant delay in terms of time in setting up the units operating within the 
framework of the economic operating organizations, partly because of the 
complicated nature of the permit issuing processes and partly because of the 
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initial hesitating behavior of the leaders of economic operating organizations. 
The process of setting up VGMs accelerated in the second half of the year, and 
thus by the end of 1982 the number of industrial VGMs was 1,457. (Table 1) 


Table 1 
Number of new type economic organizations operating in connection 
with independent legal persons, as of 31 December 1982 














~ Enterprise Industrial Lump sum Contract Agricultural 
Identification economic service & accounting based Leased specialty 
work cooperative property group 
partnership specialty 
(VGM) _group _ division 
Total in the 
national 
economy 2775 477 3230 119 87 2688 
In industry* 1457 260 1149 51 6 -- 


Of this: formed 
in the second 
half of the 
year 1250 165 275 39 -10 ** -- 


* Based on classification of the new type organization. 
** Number of those ceased to exist during the second half of the year. 


There is no doubt that of the new type enterprise forms the enterprise economic 
work partnerships (VGMs) are most popular. The number of vgms established at 
nterprises and cooperatives was 2775 at the end of 1982. The majority of the 
2775 vems, 1634 were operating at host organizations listed under industry, but 
there were also a large number (746) of vgms within the construction industry 
organizations. Thus the dominating character of the vgms is characteristic 
basically for the industry and the construction industry and naturally the 
number of industrial and service cooperative specialty groups is the largest 
wre also. 


jetting up vgms is not uniformly characteristic for all industrial branches. 
The machine industry enterprises and cooperatives had the most vgms (52 percent 
of the total), and even within this primarily the machine and mechanical 
equipment industry and the transportation equipment industry. A large nunber 
of vgms were formed also in metallurgy and in the chemical industry. The other 
extreme is represented by the light and food industrial economic operating 
organizations (with the exception of the textile industry), with an 
insignificant number of vgs. 


The number of work partnerships is quite differentiated by enterprise. There 
ire two or three large enterprises where even more than 100 vgms were formed, 
and in some cases as many as about 10 percent of all employees have an interest 
in one or another of these. On the other hand, fewer than 10 vgms are 
operating at most enterprises. 
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It is difficult to decide to what extent the activity of the new type 
organization connects to the activity of the “host organization,” to what 
extent it can be considered to be of supplementary character, or foreign to its 
profile. Based on the information collected so far the assumption is highly 
probable that most small enterprises were organized to handle tasks more or 
less closely related to the basic activity of the founding organization. This 
is indicated by the fact that among the new type organizations which can be 
created in the framework of independent legal persons, about three-fourths of 
the vgms with the most weight belonged to the same national economic branch as 
the host organization (this ratio is 79 percent for industry), and within 
industry in about 40 percent of the cases they also belonged to the same 
specialty branch. The machine industry branches showed especially high 
congruence as here 50 percent of the work partnerships were conducting 
activities on the basis of which their category agreed with the specialty 
branch category of the founding enterprise. 


Contrary to the original national economic ideas (improving supplies to the 
population, creating supportive national basis which is still lacking today in 
many places, providing a competitive merchandise base for sales on foreign 
markets), the vgm format is still functioning today more like a format removed 
from under the enterprise wage regulations and made to fit into the enterprise 
work system. The founding enterprises themselves also see the main advantage 
of this new enterprising format in that with its help it is easier to kee, that 
indispensable team of experts which without this might be enticed by higher 
earnings by other enterprises or even by other national economic branches. It 
is also no accident that a significant portion of the work partnerships came 
into existence in activity areas characterized by poor working conditions where 
providing replacement manpower was not free of problems even with wages which 
made maximum use of the enterprise's ability to pay. 


Contrary to prior expectations according to which, due to the more favorable 
conditions in the cooperative sector the industrial and service cooperative 
specialty group format would become popular exclusively, vgms were also formed 
(even if not in large numbers) in this sector. 


Employment, sales, and income indices of the new type organizations 
a) Employment 


In the four kinds of new type organizations independently observed by the KSH 
(small enterprise, small cooperative, vgm, industrial and service cooperative 
specialty group), 23,000 persons worked in industry in the second half of 1982 
as full time employees, part time employees, or working retired persons. (For 
the time being the employment data of industrial and service cooperative 
specialty groups are not reliable because they misunderstood the instructions 
for filling out the questionnaire and reported not the statistical employment 
of the specialty group but in some cases that of the entire cooperative.) The 
number of persons employed by the new type organizations approximately tripled 
in the second half of 1982 compared with the first half. 
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The most dynamic increase in employment characterized the vgus, and at the same 
time most employees eaployed by the new type organizations are in this format 
(we will return to this later). 


For the time being a negligibly small proportion (1.5 percent) of industry's 
workers are working at the new type organizations, but we can expect that 
employment will continue to grow in the future. 


The relatively large number of people employed by the vgms is justified on the 
one hand by those advantages offered by enterprises which encouraged many 
economic operating organizations to set up such formats. But on the other hand 
the risk employees take is the smallest at these new type organizations, since 
they are not forced to change jobs which always also involves a certain amount 
of uncertainty. Even during the time they spend at the vgm they are doing 
their work mostly under the circumstances they are used to, and if the work 
done at the vgm ends for subjective or objective reasons it does not endanger 
the security of the existence of the workers. 


In the second half of 1962 the small enterprises employed 120 persons, the 
small cooperatives 3,601 persons. (We note here that the majority of the 80 
small cooperatives, about 50 of them are not newly created but in accordance 
with the regulations, since they employed less than 100 people, they were 
transformed from cooperative into small cooperatives.) The number of enployees 
and within this the number of nonphysical workers developed at the small 
enterprises and small cooperatives is shown by branch in Table 2. 


Most workers are employed by the group of small cooperatives in light industry, 
and within this by the 15 small cooperatives listed under the wood processing 
industry. This and the textile clothing industry are also where the 
organizations with the largest average number of employees are operating. 

Among the machine industrial specialty branches the cooperatives which belong 
to the machine and machine equipment industry, the instrument industry and the 
metal mass products industry have the most employees. The ratio of physical 
workers to total employment is somewhat higher in the case of small 
cooperatives than in socialist industry, but about 5 percent lower than the 
similar index of the cooperative industry. 


Within the employee category the significant ratio of working retirees and part 
time employees is noteworthy. These two employee groups can be estimated at 
tbout 15 percent of total employment. 


Lively manpower migration characterized the small enterprises and small 
cooperatives in 1982. The number of hirings in the first half year 
corresponded to 26 percent of the average number employed, and to 25 percent in 
the second half year. The ratio of resignations was lower than this, 

14 percent and 16 percent, respectively. 


The industrial and service cooperative specialty groups operating at host 


organizations listed under industry employed about 1,300 persons in the second 
half of 1982. 
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Table 2 
Number and employment of the small enterprises and small cooperatives 
by industry's main specialty branches 


Number of Physical Non- Total Of this: 




















Specialty units on physical employment nunber 
branch 31 Decen- employed as 
ber 1962 workers retired 
Average employment in the second half 
of 1982 (persons) 
Metallurgy 1 70 26 96 13 
Machine industry 41 1137 297 143% 103 
of thiss 
Machine and machine 
equipment industry 11 377 88 465 27 
Instrument industry 10 4 88 452 46 
Metal mass products 
industry 10 320 80 400 24 
Sonstruction aaterial 
industry 2 91 20 Lil ? 
Chemical industry 7 213 74 287 25 
Light industry 24 1326 27% 1600 104 
of thiss 
wood processing industry 16 851 315 1066 72 
textile clothing industry 4 W9 very 393 i5 
Miscellaneous industry 4 160 32 192 4 
Food industry i oe oe oe oe 
Industry Total 80 2997 723 3720 256 


In the new type economic operating organizations most employees in the second 
half of 1983 |? 1982], 18,150 persons worked in vems (employment in vgns in the 
first half of 1982 could be estimated at only 2,000 persons), and of this about 
700 persons could be found in work partnerships set up in the cooperative 
sector (Table 3). 


Even though the opportunity does exist to employ the enterprise's retired 
persons within the framework of the vgms, it appears the work partners ips are 
hardly taking advantage of this opportunity at this time. Of the over 18,000 
vem members at the end of 1982 only 90 were retired. 





The average number of persons employed by the vgms is 11. The way this 
developed is that besides the vgms with the maximum of 30 persons employed, 
there are also a large nuwaber of work partnerships employing 3-4 persons. 


b) Sales income, Sales 
Total sales income (without sales tax, and with price subsidies) from the 


activities of the four new type organizations observed in 1982 developed as 
shown in the data of Table 4. 
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Table 3 
Number and employment of the enterprise economic work partnerships 
broken down by branch of the host organization, 1962 second half 


"Number of host Number of units Omployment at 








Branch organizations supplying data end of half year 
(persons) 
Mining 8 50 652 
Electrical energy % 52 483 
Metallurgy 15 197 2,646 
Machine industry 104 852 8,666 
of this: 
machine and machine 
equipment industry “4 372 3,144 
transportation equipment 
industry 14 221 2,885 
electrical machine and 
equipment industry 12 68 719 
communication and vacuum 
technology industry 7 i8 2% 
instrument industry 11 67 716 
bulk metal products industry 13 81 712 
Construction material industry 7 “4 406 
Chemical industry 23 175 1,900 
Light industry 44 175 2,291 
of this: ‘textile industry 14 87 1, 264 
Miscellaneous industry 19 . 322 
Food industry 27 60 786 
Industry Total 256 1,629 18,152 
Table 4 


Total sales income from activities, 1982 
(in 1,900 forints) 











~ Total sales Of this, sales income for 
identification income for 
activities industrial industrial 
_ products services 
Small enterprise and small 
cooperative 1,370,130 999, 298 270, 637 
interprise economic work 
partnership [vgm] 751,757 378, 196 324,142 


Industrial and service 
cooperative specialty 
froup 118,236 59, 166 2,890 


4 














The sales income was derived decisively from the sale of industrial products 
and services, in the cases of all new type organizational formats. It is also 
characteristic for all formats of the new type economic operating units 
functioning in industry that consumer services performed for the population 
are, for the time being, of a negligible order of magnitude. 


Examining the sales of their own industrial production it can be concluded that 
the main direction of sales in all cases is sales to industrial users who 
process the goods further, and in terms of order of magnitude the second is 
sales to other buyers. Only the small cooperatives were characterized by the 
relatively high weight of sales to the wholesale and retail trade. Such 
distribution of sales also seems to support the conclusion that a significant 
portion of the new type organizations is in closer production relationship with 
its own host organization. 


c) Incomes 


In connection with the new type organizations perhaps this circle of questions 
provides the opportunity for most arguments. Is the size of incomes obtained 
in this manner justified; will this not lead perhaps to increased purchasing 
power not covered by merchandise base; what wage tensions will result within 
the enterprise from the extra income obtained in the new type organizations? 


These and similar worries surface primarily in connection with the vgms, since 
this enterprising format differs most from the customary ones before. That is, 
the participants besides their “regular” pay and working hours and beyond it, 
are in many cases doing work siailar to their usual <aily work, but for 
definitely more money. According to enterprise managements the vgms usually 
accept a job if the average wage calculated on the basis of standard working 
hours is at least 50 percent, but in general closer to 100 percent higher than 
what can be earned during the regular working hours. 


It is very difficult to judge whether the 302 million forints personal income 
paid in 1982 at the vgms is too auch or too little. If we consider that this 
sum is about 0.3 percent of the wages paid in 1982 in socialist industry, then 
it is not auch. But if we take into consideration that in the second half of 
1982 each vgn member had an average monthly income of 2,650 forints derived 
from vem activity in addition to the [regular] wage: now this appears to be a 
significant sum. But unknown is the size of the sum the enterprises would be 
paying out for overtime if the vgms did not exist, or what would have to be 
given to some outside organ in exchange for the service performed or for the 
product. This Jatter--according to several studies and experience--generally 
significantly exceeds the size of the sums paid to the vens. 


The industrial and service cooperative specialty groups paid about 35 million 
forints in 1982 as personal income. Thus the average personal income of the 
workers of specialty groups did not even reach 4000 forints per month in the 
second half of the year (also the correctness of this is debatable due to the 
unreliability of the employment data). 
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At the small enterprises and small cooperatives the average monthly wage of 
full time employees was significantly higher than this, 4,987 forints in the 
second half of 1962 (4,109 forints in the first half), and their average 
earnings were 5,113 forints (4,674 forints in the first half). The average 
wage and average earnings of laborers proved somewhat lower than this, 4,876 
forints and 4,960 forints, respectively. Average wages paid at the small 
cooperatives in 1962 in the second half significantly exceeded the average wage 
of the cooperative industry, and even of the socialist industry, with respect 
to all employees as well as to all physical employees. 


5564 
C30: 2500/397 











POLAND 


EXECUTIVE ORDER SANCTIONS OFFICIAL ROLE FOR ‘NOT’ IN ECONOMIC PLANNING 
Presidium Debate on Resolution 

Warsaw ZYCIE WARSZAWY in Polish 7 Jun 83 p 2 

[Excerpt] NOT--An Important Partner of the Government 


Next, the Government Presidium discussed problems associated with collaboration 
between the government and the Chief Technical Organization [Naczelna Organi- 
zacja Techniczna=--NOT] and ratified the draft version of a resolution of the 
Council of Ministers on this collaboration. The draft resolution provides that 
government ministers, directors of central government bureaus, voivodship gov- 
ernors, and mayors of municipalities are enjoined to avail themselves of the 
capabilities and skills of the half-million strong membership of NOT, a federa- 
tion of this country's 20 professional scientific and engineering societies, in 
the enforcement of the government's anti-inflation and conservation programs, 
in the implementation of the economic reform program, in promoting the social 
productivity and efficiency of labor in manufacturing, construction and trans- 
portation industries and in the services sector, and in the implementation of 
the food production program. 


The draft resolution calls for consultations with NOT and its member societies 
on the nation's socioeconomic plans, drawing on the services of representatives 
of NOT and its member societies as public service advisers, and the solicita- 
tion of representatives of these organizations to take part in the delibera- 
tions of policymaking bodies in government ministries, task forces, and public 
commissions concerned with issues related to technological progress and manage- 
ment. 


Enactment of Resolution 
Warsaw ZYCIE GOSPODARCZE in Polish No 32, 7 Aug 83 p 12 
[Text] Resolution No 65 of the Council of Ministers, dated 6 June 1983, on 
Cooperation Between Governmental Agencies and the Chief Technical Organization 


and its Affiliated Professional Scientific and Engineering Societies went into 
force on 12 July 1983. 
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The provisions of this resolution enjoin executive and central governmental 
agencies and local governmental agencies at the voivodship level to work to- 
gether with NOT and its affiliated professional scientific and engineering 
societies in the course of defining and carrying out tasks mandated under the 
terms of policies dedicated to the social and economic development of the 
Polish Peoples Republic. 


This collaboration should take place in particular in connection with the im- 
plementation of the government's anti-inflation program covering the period 
1983-1985, the enforcement of the provisions of the government's resources 
conservation program covering the period 1983-1985, the implementation of the 
economic reform program, the drafting of plans for making necessary modifica- 
tions in the institutional machinery of the economic reform, and the implemen- 
tation of the food production program. The resolution will be published in 
issue No 24, item 130 of MONITOR POLSKI. 


CSO: 2600/1178 
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POLAND 


BANK OFFICER VIEWS NEW CREDIT RATING POLICIES 
Warsaw TRYBUNA LUDU in Polish 26 Jul 83 p 3 


[Interview with Marian Adamczak, deputy director of Zielona Gora Branch of the 
National Bank of Poland by Marzenna Wieczorek; date, place not given] 


[Text] The times when enterprises could obtain generaous 
bank credits irrespective of their economic performance have 
long gone. The managing directors of 170 enterprises found 
this out the hard way when they were denied credit in the 
first quarter of 1983. Many other enterprises were granted 
less credit than they had asked for, as banks found their 
operations to be financially unsatisfactory. 


The economic reform has introduced the notion of creditworthi- 
ness, thus blocking the influx of "easy monzy."” But do banks 
actually channel credits to those enterprises which will use 
them to the best advantage? Will restricted availability of 
credit provide sufficient incentive for enterprises to boost 
economic efficiency and increase production of the good: that 
are in demand? TRYBUNA LUDU reporter addressed these ques- 
tions to Deputy Director Marian Adamczak of the Zielona Gora 
Voivodship Branch of the National Bank of Poland [NBP]. 


[Question] What are the factors taken into account when granting credits? 


[Answer] First of all, we examine the current and long-term creditworthiness 
of an enterprise to determine whether it will be able to repay its debts. We 
realize that, with excess demand for practically everything, even manufacturers 
of absolutely trashy goods can still achieve a high return on investment. We 
also take into account the enterprise's capacity for self-financing and 
examine its stores of production supplies. After all, the economic reform 

is based on the idea that all enterprises should become self-financing, with 
credits playing a supplementary role. So they should be granted to those 
enterprises that can guarantee short- and long-term increases in production 
and reductions in material and energy consumption. 


[Question] This seems hard to define in concrete terms, as the economic situa- 
tion will also be changing... 
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[Answer] We have dealt with these enterprises for years now and know all about 
them. We know what machinery they have, whether they can increase their work- 
force. All applications for credit are analyzed in great detail, and our 

staff pay regular visits to enterprises. They have recently been attending 
meetings on the savings and anti-inflation programs. 


[Question] What factors can make credits mre difficult to obtain? 


[Answer] Many enterprises, especially building contractors, whose creditworthi- 
ness was poor last year, have improved their position thanks to price increases. 
Can we really have total confidence in these firms? Another point is that very 
few enterprises have econ mic plans covering the next three years; most operate 
on a yearly basis, and the majority of these plans are inadequate anyway. This 
is reflected in the discrepancy between pay and productivity and the fact that 
plants operate below capacity and are forced to make a downward readjustment of 
their planned profits. 


[Question] So, who has actually been granted credit? 


[Answer] In Zielona Gora voivodship, all 200 enterprises that applied for 
credit have been granted it. Only 17 percent of them, however, have received 
the full amount they asked for, while about 10 percent have been allotted 40 
percent of the amount applied for. Half of the firms have been granted 10 to 
40 percent of the amount, and the rest have received even less. 


[Question] What factors account fer these big differences? 


[Answer] The problem we identified most often was that debts and material 
reserves were growing too quickly in relation to planned production. 


We were also worried by the cycle of accounting used by enterprises, by the 
distribution of profits between the development fund and the workers' partici- 
pation fund, and by economic plans which seemed unfeasible given the shortage 
of materials. 


[Question] How long are the credits for? 


[Answer] They are usually short-term, as we have yet to learn to trust each 
other in the new economic conditions. 


Although we often point out shortcomings to management and workers" councils, 
they do not always pay any attention. For example, many enterprises, especially 
cooperatives, exceed their planned profits considerably. I know of a factory 
that turned a profit of 3 million zloty in the first quarter of the year, 

having planned to make 295,000. A big factory that had intended to make a 
profit of 158 million zloty this year, has already made 153 million after 5 
months. 


[Question] So it seems that nobody is keen to take your advice? 
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[Answer] It is too early yet to make a full assessment of the new relationship 
between banks and enterprises. There is no doubt that we have succeeded in 
forcing enterprises to employ their financial resources in a more rational way, 
e.g. at one plant 82 million zloty of the profits was to be passed op airectly 
to the workforce. This sum is twice the amount paid out last year. If this 
were carried out, 80 million zloty would have to be paid into the Labor 
Deployment Fund, while only 77 million /a mere 10 percent more than last year/ 
would go into the development fund. On top of all that, the enterprise is in 
debt anyway. 


Following negotiations with the bank, the management of the plant decided to 
alter the former distribution of profit, increasing the sum allotted to the 
development fund. They are also boosting output, while at the same time cut- 
ting out unwanted product lines. 


But we encounter many obstacles in our talks with enterprises. There was a 
“ime when credit was granted automatically and the legacy of this is that 
banks are treated as charitable institutions. We are often told that we are 
poking our noses into too many matters. There is no basis for understanding 
here--after all, if someone lends money he wants to know what it is going to 
be used for. 


[Question] What about cooperation with workers' self-management councils? 


[Answer] We pass on information about credits to workers’ councils as well. 
However, we do not always find them willing to listen to us, as many self- 
management bodies are still more concerned with dividing up the cake then 
with baking a bigger one. Of course, there are also workers‘ councils which 
perform their duties well and look ahead. 


[Question] Are you in a position to influence the efficiency of an enterprise? 
[Answer] I'm sure we are, but we do not expect any miracles. The credit 
policy in itself is not going to produce a general improvement or change the 
relationship between pay and productivity, production and material consumption, 


etc. Change can only be brought about by the financial system as a whole, 
which includes taxation, pricing and the system of subsidies. 


CSO: 2600/1218 
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POLAND 


BRIEFS 


FISHING LOSSES--Warsaw, 12 Aug--With Polish fishermen barred from the American 
fishing grounds last year, following U.S. economic sanctions, Polish fishing 
continues to suffer substantial losses. In 1981 alone, Polish fishing fleets 
had 75 percent of their total catch netted in American fishing grounds, thus as 
a result of the sanction Polish consumers were now offered a much more limited 
supply of fish. At the same time, the Polish economy has incurred some extra 
losses by transferring fishermen to new fishing grounds. Over 27 million 
dollars were needed for transferring several dozen trawlers and 3,000 fishermen 
to new fishing grounds in the South Pacific and the Antarctic. The entire time- 
consuming operation has wasted 562 days of effective fishing. Above all, new 
deep-sea fishing grounds are much less productive and more expensive due to 
transportation costs. [Text] [LD121606 Warsaw PAP in English 1429 GMT 12 Aug 83) 


NEW OCEAN LINES DIRECTOR--Ryszard Ulanowski has been appointed acting head 
director of the Polish Ocean Lines in place of Tadeusz Gembowicz, who becomes 
head director of the PSAL [expansion unknown] Navigation Company in Antwerp. 
[Summary] [AU101446 Warsaw TRYBUNA LUDU in Polish 2-3 Jul 83 p 8 AU) 


CSO: 2600/1193 
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ROMANIA 


TRADE WITH DEVELOPING COUNTRIES DISCUSSED 
Bucharest REVISTA ECONOMICA in Romanian No 19, 13 May 83, and No 24, 17 Jul 8&3 


[article by Dr Marcel Duhaneanu and Dr Dan Voiculescu: “The Diversification 
and Expansion of Mutually Advantagevus Economic Cooperation with the Developing 
Countries"; Parts I and I 


[13 May 83 pp 11-127 


[text] The expansion and diversification of the economic collaboration with 
the developing countries constitute one of the priorities in the development of 
our foreign trade. The fact that the trade exchanges with these countries have 
doubled in the last 5 years, with Romania now participating in the achievement 
of over 130 economic and social activities and in over 30 joint companies for 
cooperation in these countries, is indicative in this regard. 


At present, the developing countries furnish about one-third of the world pro- 
duction of useful ore--including 78 percent for bauxite, 70 percent for petro- 
leum (including 37 percent in the Middle East and 9 percent in Africa), 77 per- 
cent for tin, 66 percent for nickel, approximately 59 percent for phosphates, 
manganese and copper and 42 percent for iron ore-——but consume only 14-15 per- 
cent of their own ore production. 


Romania is strengthening ite foreign economic ties with these countries, as an 
active method of intensifying and stimulating the mutual efforts on the path to 
attaining the objectives of economic progress that they share alike, a concrete 
means by which it can collaborate with these countries to the gutual benefit 
and advantage. 


Firet, this collaboration offers new possibilities for the speedup of the eco- 
nomic growth of the developing countries, helping to utilize in the interest of 
their own development the resources, capacities and immense potential that they 
possess. The participation of the Romanian enterprises in the actions of coop- 
eration is supported by the level of development of our national industry, 
which has created the possibility of producing high-output equipment in the 
fields of mining, oil exploration and production, machine building and wood ex- 
ploitation and industrialization, in the production of phosphate fertilizers 
and cement, in the development of agriculture and in other fields of priority 
interest to the economies of the partner countries. Second, the expansion of 
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the econogwic collaboration among the developing countries is of a nature to 
lessen their economic dependency on the developed capitalist countries and, is- 
plicitly, to reduce their sensitivity to the fluctuations in the economies of 
these countries. This acquires a special importance under the current circun- 
stances, when the possibilities offered by the markets of the developed capi- 
talist countries have decreased considerably as a result of the economic crisis 
and the return of protectionisa. 


Finally, the lack of significant progress in the international negotiations for 
radically restructuring the economic relations between the developed countries 
and the developing countries and putting them on a fair basis also necessitates 
the expansion of the economic collaboration among these countries, an expres- 
sion of the idea of “collectively relying on their own efforts.” Helping to 
reduce and eliminate the economic and technological gaps that separate the de- 
veloping countries from the developed countries and to consolidate the econom- 
ic--and, implicitly, political—independence of the developing countries, Roma- 
nia's economic collaboration with these countries and the collaboration among 
these latter countries constitute an important element in the establishment of 
the new international economic order. 


The relations with these countries refer both to meeting the needs of a rapidly 
developing economy as is that of Romania, which, through a dynamic program, has 
proposed to move into the ranks of the countries with average development in a 
relatively short period, and to supporting the efforts of the respective coun- 
tries to better utilize their natural resources, to create and develop industry 
of their own and, thereby, to strengthen their national independence. 


The providing of raw materials and energy resources to the Romanian economy in 
the future will mean, at the same time, an increase in the importation of those 
raw caterials that are not found or are found in insufficient quantities in our 
country. In this regard, Comrade Nicolae Ceausescu said, at the i2th party 
congress, that “the economic, scientific and technical cooperation must acquire 
greater and greater expansion, both for meeting on the long term and under au- 
tually advantageous conditions the economy's need for raw materials and for de- 
veloping machine building, within equivalent exchanges." 


Despite the efforts that will be made to fully utilize our own raw mterial and 
energy resources, combined with the strict rationalization of consumption, further 
imports will be necessary, espcially of iron ore, coking coal, concentrates of 
nonferrour metal, copper, nickel, crude oil, cotton, natural rubber and so on. 


Big increases in imports in 1965, as compared with 1981, are expected for some 
basic raw materials, such as, for example, iron ore, coking coal, apatite and 
phosphorite, nickel, copper, lead, zinc in concentrates and natura] rubber. 


The reduction of the need for importation in 1985, as compared with 1981, is 
expected for other raw materials, for which the degree of supply from domestic 
resources will rise in the next 5-year period, mainly as a result of putting 
new production capacities into operation (crude oil, blast-furnace coke, found- 
ry coke, metallurgical products, titanium dioxide, cellulose and cowhide). 
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In the current stage of development of the actions for meeting the need for raw 
materials through importation, it can be estimated that through 

cooperation it would be possible to provide many of the imports of iron 

ore, copper in concentrates, titanium dioxide, exotic wood for veneer, phospho- 
rite and apatite, coking coal, asbestos fiber and so on. 


For other raw materials, such as cotton, natural rubber, crude oil, zinc and 
others, the degree of supply through cooperation is lower due to the new pro- 
specténg and negotiation needed to broaden the cooperation. 


In the case of iron ore, with the supply being bigger than the demand, the pro- 
ducers have oriented themselves toward utilizing only the knuvn deposits and, 
preferentially, those that do not require special expenses for infrastructure 
work and connected investments (lines of transportation, ports and so on). For 
meeting the need for importation of iron ore, in the 1981-1985 period the 
economic cooperation of Romanian firms, the long-term agreements 
and the long-term contracts will contribute about equally, by around one-third. 


In finalizing these actions, the size of the deposit and of the investment ex- 
penses is taken into account, with the most frequent forms of cooperation being 
the conclusion of long-term contracts for importation within combined opera- 
tions, which provide for the placement of Romanian machinery und equipment, the 
performance of construction work and the granting of technical assistance, thus 
reducing the immediate valuta effort. For example: in India, deliveries of 
power-generating sets (of 330 and 150 Eateliore-on cooperation in production for 
making metallurgical equipment, the achievement of an assembly line for Roman 
trucks (CKD /completely knocked-d and SkD /semi-knocked-d deliveries) 
and deliveries of nitrogenous fertilizer, cement, bearings, newsprint and ma- 
chine tools; in Brazil, actions of cooperation with Brazilian iron-ore-extrac- 
tion enterprises in the construction of pelletizing capacities, cooperation in 
the making of tractors (assembly lines), in the assembly of machine tools and 
railroad cars, the delivery of petroleum equipment and of equipment for cement 
factories; in Liberia, the achievement of an assembly line for automobiles (in- 
cluding CKD and SKD deliveries); in Mauritania, the construction of an assembly 
line for automobiles and cooperation in the construction of excavators; in 
Peru, deliveries of freight cars and passenger coaches, electric locomotives, 
ARO land vehicles, trolley buses, petroleum and mining equipment and ore ships; 
in Venezuela, deliveries of tractors and agricultural machines, machine tools, 
petroleum equipment, chemical products, cloth and garments; in Guinea, deliver- 
ies of assembly lines for tractors (CKD and SKD deliveries). In addition, we 
are also participating in a number of joint companies in developing countries, 
such as the SOMIFER company in Gabon, from which we will import over 500,000 
tons of iron ore per year, and MIFERGUI NIMBA in Guinea (from which we will in- 
port ore in proportion to the share). 


As a result of the recession in the capitalist countries, the world production 
of nonferrous metal is now characterized by the incomplete use of the produc- 
tion capacities and by the growth of the stocks for the majority of the prod- 
ucts, given the outstripping of the demand by the supply. 
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In our country, the strong development of nonferrous metallurgy and the machine- 
building, electrical-engineering and electronics industry will cause a continual 
rise in the need for nonferrous ore and metal. Considering that domestic pro- 
duction, even with the use of secondary materials and recycling, covers only 
partly domestic consumption, a rise in the need for importation is estimated. 
The contribution of international economic cooperation to supply source diversi- 
fication for such ore and metal is on the rise through the joint companies: 
SOMIMA in Morocco (two deposits of 500 tons of ore per day, with processing up 
to the phase of concentrates--the installations are in operation); COEMIN in 
Chile, for the utilization of polymetallic and copper ore (a capacity of 
180,000 tons per year, with processing up to the phase of concentrates-—-the in- 
stallation is in operation); MOKAMBO in Zambia (a capacity of 1,000 tons per 
day), in the phase of finishing up the research on the deposit and the transi- 
tion to investment. For meeting the need for bauxite, our country's participa- 
tion in an international consortium for exploiting the deposits in the Aye Koye 
area in Guinea is in view. 


In the case of imports of crude oil from the developing countries, our country 
is confronted with a number of problems, such as the high lewel of the prices, 
the great distances of sources of supply (Indonesia, Mexico and so on), the ne- 
cessity of creating means of payment in free exchanges, and the proliferation 
of the system of intergovernmental bilateral agreements between the =tain con- 
suming countries and the gain producing countries--which causes a reduction in 
the supply (for example, the OPEC countries require the conclusion of 
such agreezents with the countries that can furnish thes advanced technology 
for industrialization, agricultural and food products and so on). In the peri- 
od up to 1985, our country's crude-cil imports will be achieved gostiy through 
long-term contracts concluded with Iraq, Iran, Libya, Algeria, Kuwait, the 
United Arab Emirates and Nigeria. 


Azong the gain directions of a strategy for supply under conditions of mutual 
advantage we can mention: 


The arrangement of complex forms of long-term cooperation that would involve 
the Romanian party in the performance of extensive construction and work, with 
the delivery of machines, implements, equipment, licenses and know-how, and the 
achievement of large economic activities with installment payments in crude oil 
for example, the industrialization and urbanization of areas with untapped 
economic potential, the creation of industrial complexes and so on); 


The attraction of big firms into thfee-way activities so as to supplement 
upply, facilitate access and maintain a foothold in hard-to reach markets. 


The restructuring and specialization of our industrial production in accordance 
with the long-term requirements of the market (for example, the making of off- 
shore drilling platforms); 


Exports of machines and equipment or other groups of goods (in exchange for 


crude oil) through deliveries spread out over long periods (15 years) without 
charging interest. 
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In order to meet the need for tropical wood, joint companies have been set up, 
such as CAROMBOIS in the Central African Republic, facilities that have been 
put into operation, with the capacities being achieved at the level given in 
the studies in the majority of the sections. In addition, a wood-industrial- 
ization combine has been achieved in the People's Republic of Congo, with pay- 
went in tropical wood. 


in the case of cotton, since the domestic consumption cannot be cov- 
ered from the domestic production, the need for izportation will rise. The 
quantities of cotton that are imported under long-term agreements have a big 
percentage. At the same time, within the actions of cooperation we also mzen- 
tion those with payment in cotton, such as, for example, the installation for 
the production of phosphates and the geological research work in Syria. For 
increasing the degree to which this raw material necessary to our textile in- 
iustry is supplied through importation, cooperation must be expanded, uti- 
lizging at length the Romanian formula of cooperation--with payment 

through deliveries of raw materials. 





ror meeting the domestic need for sheep- and goatskin, actions of cooperation 
have been arranged, such as the joint company for the processing of sheep-— and 
goatskin in India (which has attained the final capacity of 900,000 pieces of 
skin, with the Romanian stockholders having the option right over the whole 
output) and long-term contracts with firms in Lebanon, Sudan, Syria, Pakistan, 
Iran and Cyprus. In the talks that are being conducted regarding the achieve- 
ment of industrial facilities in Somalia, Tanzania and Bangladesh, it is in- 
tended that the payments will be achieved partly through the delivery of leath- 
er. 


The experience of the past years has brought out a number of forms of coopera- 
tion practiced by our country with the developing countries in the field of 
supplying raw materials, such as: 


The execution of “turnkey” industrial and agricultural facilities with payment 
in products coming from these facilities (for phosphates in Egypt and Syria, 
tropical wood in Congo and cotton in Mozambique); 


The execution of “turnkey” industrial facilities with payment in raw materials 
from other facilities in the partner country (leather and cotton from Pakistan 
and apatite and phosphorite from Morocco and Syria); 


The isportation of raw materials in exchange for products of Romanian industry, 
chiefly products of the machine-building industry (iron ore from India and Bra- 
zil); 


The organization of centers for purchases and primary processing, on a local 
level (for leather in Kenya, Sudan and so on); 


The performance of research work on the Romanian party's account and at its 
risk; in the case of the discovery of deposits exploitable from an economic 
viewpoint, the cooperation is continued in various forms of association. The 
form is practiced, in particular, in the field of crude oil (Libya--an action 
under way); 
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Participation in international consortiums for large-scale exploitation 
ron ore and bauxite in Africa. 


The formation of joint companies for production and marketing in the partner 
countries (nonferrous ore and metal, tropical wood, natural rubber, sheep- and 
goatskin, cotton). 


The joint companies for production and marketing abroad in which Romanian en- 
terprises participate in the fields of rew materials are: 


In the gwining field, joint companies are set up in Chile, Morocco, Zambia, Tan- 
zenia, Burundi and Iran. Three of them are in production and are furnishing 
polymetallic and copper concentrates to the Romanian economy, and three have 
attained the research and exploitation phase and the studies for proceeding to 
the investment phase are being drawn up; 


In the agricultural and zootechnical field, joint companies are set up in 
Libya, ‘entral African Republic, Congo, Zaire, and Mauritania ocean fishing; 


In the field of forestry and the construction-mgaterials industry. we are par- 
ticipating in joint companies in Central African Republic, Nigeria and Lebanon; 


in the field of the rubber industry, we are participating in a joint company in 
Liberia; 


In the field of light industry, we are participating in a joint company in 
India for sheep- and goatskin. 


The marketing research done by the Romanian foreign trade enterprises in a nun- 
ber of developing partner countries has indicated the necessity of a subtie ap- 
proach to the problem of the need for technology for these countries. 


Jtarting from the objectives put in the economic development programs and from 
the characteristics of the hospitable structures (the necessity of fully uti- 
lizing the natural resources and the work force, small-scale industry's per- 
centage in the economy and so on), the offer of cooperation will have to cover 
nil segments of the demand for technologies, going from the small shops to the 
big industrial facilities. 


{17 Jul 83 pp 9-10, 17/7 


ftext/ The choice in favor of appropriate technologies within the internation- 
nl transfer does not come into contradiction with the initial positions in 
favor of advanced cechnology but represents a change in perspective, a more 
complex approach to the transfer of technology. Thus, in the Declaration and 
Program of Action for the Establishment of the New International Order, drawn 
up by the sixth session of the Extraordinary General Assembly of the United Na- 
tions, it is mentioned that efforts must be made to create the best conditions 
for access to modern technologies, but ones adapted to the particular economic, 
social and ecological conditions of the developing countries and to their 
stages of development. The report of the Second General Conference of UNIDO 
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(Liga, 1975) mentioned that it is necessary “...to establish immediately a con- 
crete and concerted programs of action to promote the arrangement of the trans- 
fer and the use of industrial technologies appropriate to the intentions of the 
developing countries, responding first and forezost t9 the needs of the indus- 
trial branches, determined by the social conditions.” 


The developing countries see in appropriate technologies a concrete way to 
solve their problems of a social and political nature, of standard of living, 
of environmental protection and of real independence. 


Thus, for example, in India it is stated that the best technology is that which 
creates sore workplaces. This opinion sust be viewed in the context of an an- 
nual population growth of approximately 15 million and a large number of unes- 
ployed (14 million). In this regard, studies meant to show that big enter- 
prises with intensive technologies are 10-15 times sore costly than a such big- 
ger oumber of small enterprises have been drawn up. Thus, a plant that would 
produce 12,000 tons of refined sugar per year costs 26 million rupees and would 
use [OO people; with the same investment, however, it would be possible to 
build 47 smail guterprises that would produce 30,000 tons of sugar and use 
19,000 persons.” We also encounter a sizilar position on another continent, in 
the case of Tanzania. “We prefer,” this country's president, Julius k. 
Nyerere, said, “to have several 1 factories in different cities instead of 
a single big one in a single city.” 


The concept of appropriate technology, often viewed in different senses, in- 
cludes, in general, production sgethods adapted to the concrete situations of a 
developing country taken into consideration, to its environment, to the struc- 
ture of its production apparatus and to its supply of natural resources, and 
takes into account different pertinent factors, such as the necessity of creat- 
ing new workplaces, the origin of the production factors and the distribution 
of the profits, the degree of dependency on foreign capital (outside financing) 
and the imperatives that govern the selection of the place for implementing the 
industrial facilities and the choices in matters of organization. 


Consequently, the concept of appropriate technology is not an abstract, gener- 
milly valid idea but, on the contrary, is anchored in the concrete historical 
conditions of each developing country, having as a final goal not only the bet- 
ter utilization of the resources of raw materials and sanpower in the respec- 
tive countries but also the obtaining of high-quality finished products compet- 
itive on the world market. Starting from these considerations, appropriate 
technologies can include the entire range of existing technologies, from the 
most sisple ones, which presuppose the utilization of the work force to a 
greater extent and lower investments, to the sost complex, high-yield ones, obd- 
tained with a big investment effort, but which require a sgall, highly skilled 
work force, Between the two extremes there lies a series of intermediate tech- 
nologies that can be adapted to the particular econogic structures of each de- 
deloping country, for the purpose of developing its whole economy. 


It hence follows that, for a whole series of manufactured products, there is 
the possibility of selecting from a large number of technologies--going fros 
the traditional methods, sechanized or not, with a high capacity for utilizing 
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the work force, to the complex, autogated technologies with large-scale out- 
mut. But, even under the conditions in which the sisple technologies with low 
costs, which usually presuppose szall-scale outputs, are adapted to the con- 
crete conditions in sope developing countries, in general, less advanced, the 
necessity of also taking into consideration a number of factors such as the 
savings of scale, the possibilities of exportation, the profitability and so on 
sust be sentioned. 


The utilization of technologies on a sgall scale requires sgaller investments 
and permits the creation of gany workplaces, but these positive aspects can be 
limited by the growth of the production costs and the drop in quality or in 
profitability. In gany cases, there gay not be another solution than the ap- 
plication of advanced technologies, which would require large-scale output. 
On the other hand, the selection of simple technologies, which presuppose 
small-scale outputs, depends om the national priorities and on the objectives 
of developgpent of the respective countries, especially on the utilization of 
the work force in a number of concrete objectives of their economic development 
progrags. Ali these elements make it necessary to dynamically approach the 
concept of appropriate technology and, at the same time, to study in depth all 
sarket segments capable of absorbing the transfer of technology to the develop- 
ing countries. 


The appropriate technology can come both from developed countries and from de- 
veloping countries, The strategy of the technological transformation of ‘he 
developing countries does not mean autarchy, either for each particular country 
or for all of these countries, especially as most of these countries are is- 
porters rather than exporters of technology. 


A number of attezpts to institutionalize the transfer of appropriate technology 
can be sentioned. Thus, the German Appropriate Technology Exchange (GATE) is 
concerned with the intermediation of the actions regarding the adaptation of 
the technologies in specialized technological institutes, with the participa- 
tion of the technicians from the developing countries. The appropriate tech- 
nology, once defined, can be then given for execution to a Gerzan enterprise, 
with a view to exportation. In England, a program for development of appropri- 
ate technologies was recently adopted by Intermediate Technology Industrial 
Services (ITIS), under the auspices of the Overseas Development Administration 
DA), which, having in view the uncovered market segments in the developing 
-ountries in the field of appropriate technologies, initiated such an action in 
oraer to promote English exports of manufactured products. A similar prorras 
ras also been tried by the Swedish Office for International Development Aid 
JIDA), an order to promote industrial cooperation with the developing coun- 
tries; SIDA provides comprehensive assistance to the Swedish enterprises (fros 
the viewpoint of surketing research, the financial reliability of the local 
emartners and financial and edministrative assistance). The Swedish contribu- 
tion takes the form of deliveries of industrial equipment, machines, know-how 
and sssistance for corstruction, the training of the personnel and #0 on. 


The transfer of appropriate technology on the part of the developing countries 
derives from the heterogeneity and complementarity of the Third World. Sone of 
them lack capital, skilled ganpower and technology, while others have surpluses 
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that could respond to these essential necessities. A number of indicators show 
that this complementarity favors the development of exchanges between the re- 
spective courtries, The growing percentage of reciprocal trade in their 
total trade, the development of the flows of competence, capital and technology 
and the gjuch greater importance accorded in recent years to econozic and tech- 
nical cooperation between these countries offer proof of this assertion, 


Recently, the developing countries have begun to cooperate in the izplezenta- 
tion of regional and subregional centers for the transfer and development of 
appropriate technologies and sectorial centers for sectors of critical impor- 
tance to them; in the conclusion of agreements for joint technological research 
and development, design and engineering; in the harmonization of the policies, 
rules and regulations, of the laws and practices that govern the technology in 
all its aspects; and in the exchange of highly skilled personnel. These activ- 
ities have been supported by a research program drawn up under the auspices of 
the UNCTAD secretariate, in collaboration with institutes and experts in the 
developing countries. It is a question of a program of analytical research anc 
independent exploration that embraces various fields, including the stud) of 
the technological problems in sectors of particular interest to the developing 
countries, such as pharmaceutics: products, manufactured products, the pro- 
cessing of agricultural products, energy, fertilizer, electronics and so on, 
and studies in other critical fields, such as the international transfer of 
technology to small and middle-sized enterprises, the relationship between 
technological development and the environment, the influence of standardization 
and quality control, national design and the organizations for coordinated 
technological research and engineering. 





A_marketing-research series performed by the Bucharest Masinexportizport ICE 
Foreign Trade Enterprise/ shows that the transfer of technology to developing 
countries has been done in quite varied forms, depending on each party's power 
to impose its interests, on the clarity of the local economic strategies and on 
the recommendations of specialized international institutions. Thus, advanced 
technologies have been transferred through the construction of “turnkey” 
plants, which have brought sore profits to the supplier than to the user, or 
obsolescent technologies, cheaper and more suited to the local conditions, but 
closed to the future. After more than 25 years of experience , the 
choices are beginning to become clear, to be visibie. 


lt is asserted more and gore that advanced technologies cannot change the eco- 
nomic structure by themselves if those that help to attain progress in agricul- 
ture, energy, education and health are not selected carefully. It is even pos- 
sible to appeal to automated systems or robots, on the condition that they be 
well distributed in the general context, in order to obtain consistent rises 

in industrial labor productivity. At the same time, the economic experts take 
into consideration the importation of equipment becoming available in the de- 
veloped countries due to forced replacement, in past years, with much isproved 
means needed for maintaining the competitiveness of the products. 


In view of the simultaneous presence of the three levels of technical equip- 
ping, but in different percentages, and the heterogeneous character of the 
training of the work force, the transfer of technology acquires a complex and 
dynamic character and, thus, must be treated as such. 
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Sountries like Tunisia, Zigbabwe, Peru, India and so on achieve exportation of 
canufactured products through equipping botn with conventional technology and 
with advanced or obsolescent technology. The firm of East Africa spectre in 
4enya exports gas cylinders achieved with rudimentary technology anc the firm 
of CT Bolts in Zimbabwe exports to neighboring countries nuts anc colts 
achieved with conventional technology, while the AMS state company in Tunisis 
sakes in cooperation with a French firm equipment of a high technical level, 
tools and sheet setal for auto bodies, which it exports to France. In such 
structures (see the figure), the people turn first to the handling of sore rm- 
dimentary technologies, to gain the skill and conscientiousness specific to in- 
dustry, after which they turn to the mastering of conventional technology and 
of means of a high technical level. At the saze time, the area of high tech- 


nology expands, gradually occupying the place of conventional or obsolescent 
technology. 







































































‘igure: The Schematic of the Achievement of the Complex Transfer 


egend: O-flow of scanpower; T-technological fiow; SAé-agricultural systez; 
STDesystes of obsolescent technology; STC-systes of conventional 
technology; STi-system of advanced technology; Ep-exits of products; 
Ei-exits of intelligence; I-entries on the three technical levels. 


“ne exporters of technologies to developing countries now try to respond as 
roreriy as possible to these considerations, offering projects adapted to the 
2a. needs and traditions, in conformity with the financial reserves ana the 

‘raining of the work force of the buyer. The sere “parachuting” of technolo - 
‘ies is no longer in the exporter's interest ind, especiaily, is far from sat- 

iofying the user. The preparation of the hospitable systez and the correspond- 

ing preparation of the exported technology represent essential conditions for 


gaining new garkets and increasing the volume of exportation of gachine tools 
and other equipment, tools and «know-how. 


Adaptation to the requirezents of the garket of the developing countries aiso 
means offering technologies for a volume of production corresponding to iocal 
consumption. The tendency toward gigantism does not correspond to a limited 
lezjand and to relatively slow rates of economic growth. There are only a few 
_ndustrial branches (chezistry, ferrous metallurgy) to which maxi-technologies 
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are suited, the rest being compatible with mini-technological equipping, uecen- 
tralized and close to users and resources. Small shops, using less than 100 
workers, form small-scale industry, which has a substantial percentage (between 
20 percent and 50 percent) in the processing industry in developing coun- 
tries. special programs for development of small-scale industry have been 
drawn up and specialized governmental bodies for technical consulting, sanage- 
ment and financial assistance have been created in many of these ccuntries. 


In contrast to big projects, for which immense financial and human resources, 
competence and time are allocated for preliminary studies (they often get the 
technical and financial support of specialized institutions), mini-technologies 
for manufacturing or maintenance are dependent only on the good will of the 
local entrepreneur and on the competence and preparation of the supplier. This 
competence must cover not only the sphere of production equipment but also the 
market for the product or raw material, the training of the technical, manage- 
ment and operational personnel and the financial resources. The exporter of 
zini-technologies, in order to gain acceptance on the market, must satisfy the 
following criteria: 


The production achieved with the technology supplied must be wanted by a wide 
segzent of the population; 


The products achieved must replace imported ones, leading to a valuta savings, 
and gust be garketed at prices no higher than import prices; 


The ganufacturing process gust utilize spare manpower. In the case when 
highly skilled ganpower is also required, it must be able to be trained ina 
few sonths; 


The sanufacturing process gust be as simple as possible--and, moreover, the or- 
ganization and management of the enterprise (of small-scale industry ); 


The raw saterials gust be available or easily accessible; 
The production gust be profitable; 


The place for implementing the gini-technology must be preferably the szaill 
cities or sore developed rural localities; 


The production obtained must be able to be exported partly to neighboring coun- 
tries or to the supplier of technology. 


it thus follows that the exportation of technology to the developing countries 
is an extremely complex activity that must be approached with well-organized 
and highly competent structures, taking into consideration, in each stage of 
work, for each element, primarily the success of the small production unit that 
is achieved for the partner. To the exporter of mini-technology goes the task 
of prospecting both the market for its equipment and that for the product ob- 
tained with it; it gust indicate the source of the raw materials needed and 
must provide the putting into operation, the training of the personnel and, 
cometimes, even sources of financing (facilities through governmental agree- 
nents are preferred). 
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sefore this effort of exportation there stands the vast demanc of develop- 
ing countries for mini-technologies, estimated at many hundreds of zillions of 
dollars per year. To give a single example, the latest report of ZIAS° fore- 
casts an annual need for equipment for small-scale industry amounting to 35 
@illion, including machine tools valued at $1.2 million. 


The Masinexportimport ICE began, a year ago, the market analysis regarding the 
dezand for sini-technologies for processing metal products and so on, already 
presenting the first offers of firms in the Arab Republic of Egypt, Lebanon, 
Kenya and Zimbabwe. The marketing research pointed out the fact that nearly 
all the firms interested in the purchase of machine tools want to buy mini- 
technologies for production, and others, which marketed imported metal products 
(tools, bolts, auto parts, agricultural implements and so on), have shown an 
interest in becoming producers, requesting offers for manufacturing technolo- 
vies. 


anile the garket analysis began with contacting the old partners, it 
subsequently turned to systematic research through consultation of the ixport 
lists of sany countries, discussions with proprietors of sales outlets, taixs 
with local producers and so on. The personnel of the Romanian econozic repre- 
sentations in 27 countries were also consulted about the local need for aini- 
technologies, which would include gainly machine tools; 350 percent of the rep- 
resentations responded favorably, after which the first discussions with local 
firms were carried out. The Masinexportimport ICE is now in the phase of fi- 
nalizing this action by proceeding to contracting. 


A contract has been concluded with the firm of East Africa Spectre in Kenya for 
the delivery of a wini-technology for making cylinders and the equipping of a 
shop of about 20 people. Besides the machine tools (which are to be made in 
the specialized enterprises in Tirgu Jiu, Sibiu, Arad and Tirgoviste), 
Masinexportisport will furnis’ tools and dies and will provide technical assis- 
tance, the putting into operation, the schooling of the local personnel and so 
on. At the same time, some of the equipment that the firm already has is being 
included in the manufacturing process. The negotiations for the delivery of 
mini-technologies to many other countries are also in progress. 


Thus, the first stage of checking out the possibilities of exportation of sini- 
technologies by Masinexportimgport is over, a stage that pointed out the great 
importance of the demand for mini-technologies in the developing countries and 
the compatibility of this demand with our possibilities of design, production 
and export » respectively: 


Part of the Romanian production of machine tools consists of conventional types 
that correspond to the requirements and training of the users in such countries; 


Khomania has the potential needed for the delivery of mini-technologies, by com- 
bining the producers specialized according to types of machine tools in the 
formula of general supplier of equipment and know-how; 


The expenditures for the importation of mini-technologies are much lower than 
for the importation of the finished products-—-thus a substantially smaller 
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valuta effort on the part of the respective state, which causes priority to be 
given in granting the isport license; 


High efficiency in utilizing the raw material by increasing the 
human intelligence in the exported product. 


All these premises find a direct reflection in the new strategy for exportation 
of mini-technologies at Masinexportizport, which has proceeded to the second 
stage of this activity, by setting up a suitable organizational structure and 
finalizing a long-term work program. In addition, sections specializing in the 
design and furnishing of mini-technological lines operate in the Design Insti- 
tute for Machine Tools and Electrical Engineering and in the Industrial Central 
for Machine Tools. 


All these sections allocate resources for and concentrate their efforts on: 


Activities of prospecting, through systematic research on the specific require- 
ments and conditions of the market for mini-technologies; 


Activities of design, in order to satisfy to the highest degree the local eco- 
nosic, social and other requirements and the requirements connected with the 
production conditions (much of the equipment has to operate, for instance, in 
extreme conditions of humidity and temperature); 


Activities of technical assistance, service and training, in order to ensure 
the proper operation of the equipment delivered and the high reputation of the 
supplier. 


The exportation of mini-technologies is a basic element of the strategy for ex- 
portation of machine tools within Masinexportiagport and has the mission of 
meeting to the highest degree the interests both of the supplier--efficiency 
and a bigger sales volume--and of the customer--the utilization of local mate- 
rial and human resources, the satisfying of the market with necessary products, 
savings of valuta, and efficiency. 


FOOTNOTES 
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ROMANIA 


NEED TO IMPROVE PRODUCT QUALITY IN METALLURGICAL INDUSTRY 
Bucharest REVISTA ECONOMICA in Romanian No 24, 17 Jun 83 pp 4, 5 


{Interview with Neculai Agachi, minister of the metallurgical industry, by 
Vasile Boescu: “Improving the Quality of Production - A Basic Orientation in 
the Metallurgical Industry;" date and place not specified] 


{Text ] The metallurgical industry has an important role in meeting the requirements 
ot the national economy with metal products, in better using raw materials and 

in increasing the amounts of products destined for export. By 1985, the metallurgi- 
cal industry must practically provide the national economy with all the types 

of metals that are needed from its own production or from the achievement of certain 
types of cooperation with the socialist countries or other countries, on the basis 
ot certain equivalent trade, both of a qualitative nature and a value basis. 
Comrade Nicolae Ceausescu stressed at the recent Working Conference of the RCP 
Central Committee: "Much firmer measures are needed in the direction of raising 

the technical level and improving the quality of products. We have achieved some 
good things in this regard, but we still have much to do. We must take all measures 
in each unit, in each sector in order to ensure the achievement of the technical 
level of all production under the best conditions and at the highest level, giving 
special attention to production for export.” 


Keeping in mind the important tasks of the metallurgical industry in the proper 
supply of the economy, especially with metals, REVISTA ECONOMICA asked comrade 
Neculai Agachi, the minister of the metallurgical industry, to respond to a series 
ot questions. 


[Question] During the current five year plan, the metallurgical industry has the 
task of taking decisive steps for the quality improvement of production in order 
to meet the increased requirements of the economy and for exports. We would ask 
you, comrade minister, to refer to the significant changes that are taking place 
in this area. 


[Answer] The achievement of the fundamental objective outlined by the 12th RCP 
Congress regarding the transition to a new quality in all areas of activity has 
been at the basis of all our activities. Within this framework, efforts have been 
channeled towards carrying out the priority programs that have been drawn up for 
each separate objective, primarily calling for the qualitative improvement of 
metal production and, especially, its diversification in accordance with the needs 
of the economy. 
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The fulfillment of these tasks has required, first of all, the modernization 

ot existing production facilities and the priority achievement of those projects 
that are slated to produce certain new products using new technologies. I would 
like to mention only several of these facilities having special technologies, 
such a8: installations for the vacuum degasification of steel and for the 
advanced decarbonization of steel, installations for the treatment of steel 

in casting pots at the main steel and iron combines for the purpose of obtaining 
certain high purity products, the converter for the production of stainless 
steels at the Galati Steel Combine, the new facilities for tool-quality steel, 
the rolling mill for small profile steels and wire at the Tirgoviste Special 
Steels Combine, the new facility for stainless steel pipe at the “Republica” 
Pipe Enterprise, the microproduction sections at the Bucharest Metallurgical 
Research Institute and others. 


Un the basis of these new facilities, there has been an increase in the overall 
production of steel and the percentage of quality and slightly alloved steels 

by approximately 48 percent and of alloyed and highly alloyed steels by 10.9 
percent, while within these groups of steel a significant percentage of the 

steel is of the type for bearings and assembly parts, for transformers, for 

tools and so forth. In other words, these are steels that are valuable and in 
great demand in the national economy. This year, as compared to 1982, with an 
average increase of 19.4 percent in production of full finished laminated steel, 
the production of rolled steel for bearings is increasing by 39 percent, while 
production of stainless steel increased 4.4 times over; for cold-rolled steel 
plate and sheet, similarly, there was an average increase of 9.8 percent, and 
production of stainless steel plate and sheet went up by 3.12 times. For pipe, 
compared to an average increase of 16.7 percent in 1982, the production of alloyed 
pipe will increase this year by 43.8 percent, drill pipe by 33 percent, stain- 
less steel pipe by 3 times over and stainless drill pipe by 2.2 times over. Today 
we are producing plate for pressurized boilers and containers that are guaranteed 
for high or low temperatures, heavy plate from steels that are resistent to 
corrosion, plate and sheet of stainless steel, plate and sheet steel for the 
electrotechnical industry and so forth. Tubular products have been diversified 
and qualitatively improved, expanding production for boilers, oil drilling, 
bicycles and mopeds, cardan shafts and so forth. 


Among the products that are slated for the top branches of industry I can note 

the resistant alloyed wires for the electrical engineering and electronics 
industry, special electrodes for welding, rolled and extruded and drawn products 
made trom aluminum alloys for the aircraft industry and products made from 
stainless and refractory steels for use in equipment in the nuclear energy 
program, as well as special refractory products to be applied in new technologies. 
fhe in-country production of these products has led to a noticeable reduction in 
the amount of imports. 


|\Question] Keeping in mind that metallurgy is among the ranks of the energy-intensive 
industries, I would like you to refer as well to the measures and actions taken to 
decrease energy consumption and better use secondary energy resources. 
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|Answer] In metallurgy, as is known, the technological processes are carried 
out at high temperatures, requiring the high consumption of fuels and energy 
and being considered, fron) tis point of view, “energy-intensive” processes 
that are at the same time a > accompanied by a significant release of heat 
into the environment. Keepi.., all this in mind, we have worked to change the 
structure of steel production in the sense of increasing the percentage of 
steel made in oxygen injection converters; tv introduce certain new technologi- 
cal processes for processing metals (the continuous casting of steel, flux 
rolling trom the same hot materials, pot metallurgy and so forth); to use the 
dry extinguishing of coke; and to desulfurize pig iron outside of the furnace. 


Another series of measures refer to the conservation of energy by means of: 
the use of hot charges in the reheating furnaces and in heating the rolling 
mills; the modernization of industrial furnaces, furnaces and their caupers; 
and the raising of the temperature of the air injected into the furnaces, as 
well as the combustion air. As a result of these measures, the specific amount 
of energy consumed for the majority of iron and steel products has each year 
fallen by two to five percent, which has been positively reflected in the 
overall consumption of fuel as reported per ton of gross steel. 


Special attention has been given to increasing the level of using reuseable 
energy resources. Thus, this year the amount of reuseable energy resources 

that are to be used will increase over the achievements of 1982 by approximately 
20 percent, which will lead to the replacement of certain significant amounts 

ot hydrocarbons, especially natural gases. To this end, in the large metallurgi- 
cal units we have scheduled the carrying out of 1.1 billion lei worth of 
investment projects, with 2.7 billion lei being allocated for the 1984-1985 
period. All these projects will permit the recovery of approximately one million 
tons of conventional fuel. 


Our future concerns also involve the recovery of a significant amount of 
resources having a reduced level of thermal potential, as well as certain 
resources for which there still are no solutions anywhere in the world, but 
where research is being done. 


[Question] What efforts are there for starting production on new types of 
quality metals for the purpose of reducing imports? 


{|Answer] The reduction of imports, a priority task established by the National 
RCP Conference, mobilized us in implementing certain special programs for the 
production of certain high-value steels, which required increasing the degree 

of processing on these steels. In this regard, we organized special groups and 
drew up specific programs to start up production on certain products that were 
being imported, while periodically the leadership organs of the ministry analyzed 
the priority programs which called for the start of production on certain new 
scarce types of steels. Measures were proposed to place the necessary projects 
into the investment programs and to modernize certain existing facilities to 
produce those metallurgical products that were being imported. As a result, 
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we Started production on over 30 types of steel and we ensured the rolling 
ot certain types and sizes of steel that, until now, were products specifically 
obtained via imports. 


At the same time, we have established specific programs for each variety with 
graduated stages for the production of the full amount needed by the economy 
and the creation of certain available amounts for export. We feel that the 
tasks outlined for the reduction of imports has led to an increase in the 
etforts of the metallurgists to produce in-country a large number of varieties 
that were being imported and, therefore, has led to an increase in the economic 
etfticiency of our branch. 


|Question] What can be done so that physical production will be achieved not 
only overall but also for the high quality varieties and under conditions 
of increased efficiency? 


{|Answer] Let me first mention that the pursuit of the achievement of physical 
production, by variety, is a necessity. In each work group the achievement 

of quantity must remain a basic indicator which must be systematically followed. 
For that reason, the identification in the plan of certain varieties and sub- 
varieties that are required by the economy is necessary and the amounts that 
are produced must be delivered solely on the basis of economic contracts that 
are concluded with domestic or foreign partners. 


On the other hand, however, the concerns for the qualitative aspects of pro- 
duction and for the growth of economic efficiency must be placed at least at 
the same level. It is known that, as a result of the implementation of the 
new economic-financial mechanism, there has been an increase in the role of 
certain indicators such as production cost, the value of net production and 
labor productivity - special qualitative elements in production activities 
whose achievement, together with physical production, are basic tasks for 
all the work groups in the enterprises. 


Nonetheless, the question is asked: why are some varieties in short supply 

and why are they not regularly produced? We feel that in order to provide 
these varieties it is necessary to take several special measures. One of these 
is the increase of production capacities by equipping with special installations 
tor the processing and control of surfaces in bearing production, assembly 
components, stainless steel and high precision pipe, resistent wire and so 
forth. Another measure is an increase in the capacity of microproduction 

from the research institutes and centers, as well as in the production units, 
which would take on the production of certain unique and low volume production 
runs in order to eliminate imports. This requires, however, the consolidation 
and expansion of the research and design centers within the production units 
since, currently, these are not sufficiently developed. The result of this is 
that the complex problems of metallurgy cannot be closely and appropriately 
pursued. We have taken some measures that will improve this situation, but we 
feel it would be useful for us to stress the need for the technological 
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activities in the sections to be followed by highly qualified engineers 

who are paid at the level of a category I and II head engineer and whose 
attributes and responsibilities would be directly linked to the quality of 
the products and the correct use of technologies. On the other hand, the 
problems of technical-material supply must be regularly resolved by those 
organs charged with this attribute in the economy and in this way the leader- 
ship cadres in the units will be able to create the opportunities to con- 
centrate their activities more upon the production of products in the program 
at ©: amounts and of the quality that was noted in contracts. 


[Question] Nonetheless, how do you explain the fact that, while the economy 
has stocks of metals, the requirements of the machine building industry and 
other users are not promptly satisfied? 


[Answer] The Ministry of the Metallurgical Industry units have the legal 
obligation to deliver the basic products in contracts; any violation of this 

is punished. Stocks of products at the user are due to requests for certain 
products that were not in accordance with the requirements of their consumption. 


In order to prevent these shortcomings, we feel that it would be useful for 
the users, including the Ministry of Technical-Materials Supply and the Review 
of the Management of Fixed Assets and the State Planning Committee, to be more 
receptive in adapting the requirements in economic contracts that have been 
concluded to the real needs of the consumers. I have in mind the measures 
regarding the improvement of contracting for metallurgical production: series 
run products would be contracted once each year, with an opportunity to 

modify the contracts each semester,and for the production of technological 
equipment the contracts would be concluded each semester, with eventual 
modifications being made 45 days prior to the beginning of the quarter by 
correcting the specifications contained in the contracts that were concluded. 
There should be an increase in the responsibility of the users of metals, both 
in the case of inappropriate contracting for metal products and in the case of 
producing idle stocks. With regards to the scarce varieties to which you refer, 
| teel that | answered that earlier. 


At the same time, it is necessary to have some measures to strengthen tech- 
nological activities in the production units and to develop the production 
facilities and technical equipment needed to produce the short supply varieties. 
In this regard, we are working to produce, together with the appropriate ministry, 
equipment for the control of thermal functions in the heating furnaces and the 
control of metallurgical products that will ensure the permanent checking of 
parameters in accordance with technologies and standards. 


Concomitantly with the production and supply of installations, power equipment 
and new technologies, we are permanently concerned for increasing the level of 
training of all the workers who use this equipment. At the same time, I feel it 
is useful to revise the normative acts in effect regarding material and moral 
incentives in activities to find inventions and innovations, as well as to find 
certain more correct evaluative coefficients to produce scarce varieties. 
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\Question, what proposals would you have for the better use of economic factors 
so that the problem of increasing quality and reducing costs will have top 
priority in the activities of each collective? 


|Answer! Certainly, in the center of the collectives’ concerns in all the units 
are those tasks regarding raising the technical and quality level of products, 
4s well as continually reducing production costs, especially material costs. 

in 1952, production costs in the metallurgical industry were reduced, compared 
to 1980, by 12 lei per thousand lei of total costs and 13.7 lei per thousand 
lei of material costs. In 1983, the efforts are much more accentuated, in the 
plan calling for a reduction in total costs of 19.6 lei per thousand lei, of 
which Approximately 9 lei per thousand lei in material costs. 


in order to achieve these tasks, special programs were established in all the 
units which call for, first of all, the reduction of specific consumption rates, 
especially tor metal, metallurgical coke, steel-making electrodes, refractory 
materials and so forth, as well as the improvement of the structure and quality 
ot production, the growth in the level of use of raw materials and the materials 
that are used, the recovery and reuse of metallic wastes and other materials, 
the increase of the amount of reconditioned spare parts, sub-assemblies, rolling 
mill cylinders, casting equipment, and so forth. Similarly, we will insist upon 
an increase in the responsibility of all collectives for the efficient management 
ind use of all material and monetary resources, the prevention of any unjustified 
expense and waste and the reduction of administrative-management costs to the 
strictly necessary level. 


Ut special importance in the direction of stimulating and improving quality and 
reducing the consumption of raw materials and materials are the measures adopted 
at the recent session of the Political Executive Committee of the RCP Central 
Committee regarding the establishment of production and delivery prices per 
liniar seter, square meter or unit. The use of such economic factors will also 
oring about in the metallurgical industry the setting of prices for a larger 
weber of varieties, types and sizes - by thickness, width, length and so forth - 
.mstead of the tonnages used up until now, a fact which will create opportunities 
for the fuller satisfaction of user requirements under conditions of a more 
etticient use of materials and the raising of product quality. 


finally, we feel that the proposals in the draft program for implementing the 
lecisions of the RCP National Conference in the area of paying salaries and 
distributing workers’ incomes will create conditions for stimulating the 
ollectives, as well as increasing their responsibilities for improving quality, 
reducing production costs and increasing profitability and economic efficiency. 
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YUGOSLAVIA 


CONCLUDING SECTION OF LONG-RANGE ECONOMIC STABILIZATION PROGRAM 


Belgrade BORBA in Serbo-Croatian 15 Jul 83 (supplement) pp 1-31 


[Document of the Commission for Economic Stabilization Problems of the Federal 
Social Council for Affairs of the Social System and the Federal Social Council 
for Economic Development and Economic Policy, adopted in a joint session of 
the social councils and the commission 28-30 June 1983 and given definitive 
form in a session of the Editorial Committee on 8 July 1983] 


text! In April 1982 the Commission for Economic Stabilization Problems of 
the federal social councils made public and delivered to all those partic ipat- 
ing in the work of the federal social councils “Basic Premises of the Long- 
Range Economic Stabilization Program” in order to provide a single conceptual 
foundation of the long-range development progran. 


in a session on 17 June !98? *‘ve Chamber of Republics and Provinces of the 
SFRY Assembly took up and supported the Basic Premises of the Long-Range Eco- 
nomic Stabilization Program, and the 12th Congress of the League of Communists 
of Yugoslavia adopted a specific resolution on the tasks of the League of Com- 
munists of Yesoslavia in conducting the policy of economic stabilization and 
confirmed among other things that “the basic course of constructive changes to 
carry out the policy of economic stabilization is contained in the Basic Prem- 
ises of the Long-Range Economic Stabilization Program.” 


Pursuant to the Basic Premises ..., the commission adopted and published 15 
separate documents dealing with particular areas of the life of society and 
certain aspects of long-range development. 


*erformance of the commitments adopted in these documents of the commission 
thereby became the direct responsibility of the participants in its work, 
i.e., of the Federal Executive Council, of its organs, and of all other par- 
ticipants in the commission's work from the Federation and from the socialist 
republics and socialist autonomous provinces, since thev furnished the direc- 
tions and foundations for resolving the essential issues in particular areas 
of the life and work of society. The content and character of these documents 
undoubtedly presuppose the possibility of and need for their further elabora- 
tion and concretization, verification or confirmation in practice. 
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The Concluding Section of the Long-Range Economic Stabilization Program was 
adopted in a joint session of the federal social councils and the Commission 
for Economic Stabilization Problems held 28-39 June 1983 and given definitive 
form in a session of the Editorial Committee on 8 July 1983. It was resolved 
in that joint session that the text of the Concluding Section of the Long- 
Range Economic Stabilization Program vas to be published and delivered to al! 
participants in the work of the federal social councils. 
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Introductory Renarks 


\. The Concluding Section of the Long-Range Economic Stabilization Program is 
s part of the total program and taken with the Basic Premises of the Long- 
Range Economic Stabilization Program constitutes the conceptual foundation of 
the program and contains the basic conclusions, proposals and recommendations 
for carrying it out. The sections of the program dealing with the problems of 
the socioeconomic system, overall strategy and foundations of development pol- 
icy anc the anti-inflation program also are synthetic in nature. The sections 
which deal with particular areas or specific aspects of the program have inde- 
pendent value and are the basis for action in the given domain of the system 
or of the economy, but are at the same time an integral part of the entire 
program. This, then, is only the concluding section of the program, its final 
document. It relies on all the documents adopted previously, synthesizes the 
basic realizations, contains the general conclusions arrived at during the en- 
tire work of the commission and its working committees and offers the basic 
recommendations for action. 


The Basic Premises of the Long-Range Economic Stabilization Program gave 
issessments of the present situation and the causes from the standpoint of the 
levelopment of socioeconomic relations, material development and international 
economic and political conditions and the relations in which our development 
has taken place, and it indicated the basic directions for effectively over- 
coming the contradictions in material and social development. The tendencies 
which have manifested themselves since adoption of the Basic Premises ... and 
the present state of the economy show that we find ourselves in an economic 
crisis. It is the consequence of the causes which are examined in the Basic 
Premises ..., above all of failure to achieve the socioeconomic position of 
the worker in associated labor set forth in the constitution. That fact, es- 
pecially since the contradictions in the material development of our society 
and in international political and economic relations are deepening, confirms 
that the changes envisaged by this program are indispensable and may not be 


nostponed. 


\ society like ours, one being built on the historically new production rela- 
tions of eoctalist self-management, is uninterruptedly subject to changes and 
1 search for harmony between development of the productive forces and the pro- 
luction relations. The aspiration for the stability of associated labor and 
* soctety as a whole should also be perceived, then, in dynamic terms, as an 
uninterrupted effort for the greatest success in material development, for ad- 
ditional construction and development of the socioeconomic relations of so- 

lalist self-management along the lines of society's long-range, strategic 
commitments, rather than as a conservative aspiration to preserve relations 
ounce achteved and the point once reached in development. 


The observation to the effect that we have constructed a long-range strategy 
tor the development of social relations and, in that sense, a certain advan- 
tage in comparison with other societies, which was the point of departure in 
the Basic Premises ..., is not aimed at defending evervthing which exists, but 
is an ap, °al and prerequisite for action to change the status quo under the 
given conditions (domestic and international) even in this stage of development 
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in the direction of carrying out the strategy of society's long-range develop- 
ment which has been set forth. 


The stabilization program initiates essential changes from the status quo and 
indicates the ways, the means and the methods of emerging from it. Precisely 
because carrying out the program opens up prospects for further dynamic eco- 
nomic development on stable foundations and for the development of the socio- 
economic relations of socialist self-management, it can motivate and set in 
motion the workers, working people and citizens and their organized socialist 
forces and the soctopolitical communities to action in that direction and on 
that basis can bring about a change in the balance of power in society and 
thereby open up prospects for further progressive social changes. 


s. One ot the factors which has strongly influenced the present economic sit- 
uation is the worsened overall international situation, which is characterized 
in part by a further intensified confrontation of the military-political blocs 
and great powers and by their global rivalry over spheres of interests and in- 
fluence, especially with respect to the developing countries; the uninter- 
rupted arms race, which has been stepped up, and the strengthening of the mil- 
itary factor in international relations. The crisis of international economic 
relations is deepening, the gap is widening between the advanced and develop- 
ing countries, the indebtedness of the developing countries is steadily in- 
creasing, and this, along with declining exports and unstable prices of raw 
miterials, is taking on the proportions of a crisis in the external liquidity 
and the economy of those countries. 


All of this is intensifying the political and economic pressures oa the non- 
aligned countries and the developing countries and is having such an influence 
that new hotbeds of crisis are constantly arising, existing ones are resolved 
slowly, and other unfavorable developments ure also emerging. 


International conditions, especially in the period which stands immediately 
before us, determine some of the limits of our possibilities for material de- 
velopment, but they cannot be taken as the only, nor as the decisive, factor, 
till less as an argument for waiting for changes in the world which would al- 
‘ow us a favorable and less painful regrouping. In view of the severity and 
character of the crisis in the world, the possibilities for emerging from it 
also differ depending on the character of social systems and indeed from coun- 
try to country, depending on the combination of objective and subjective fac- 
tors in each individual society. Profound social ferment and upheavals, as 
well as the general search for more favorable points for a way out of the cri- 
,is, prospects which in many domains of life offer an unprecedentedly rapid 
breakthrough of science and technology, will open up pathways to changes, tem- 
porary and brief, or more long-lasting, depending on the combination of objec- 
tive and subjective possibilities. 


in todav's world, the way it is, we have to fight for our own successful fu- 


ture development and to overcome the present economic crisis, taking as our 
principal point of departure the policy of relying on our own resources. 
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piven the greater tension in political and economic relations in the world and 
the stepped-up arms race, the further development and strengthening of nation- 
wide defense and social self-protection constitute an integral part of the 
economic stabilization program and a necessary prerequisite for carrying it 
ut. 


+. The policy of relying on our own resources must be manifested to 41 maximum 
in our future development. Reliance on our own resources presupposes a self- 
managing society's ability to make decisions independently and in good time 
concerning its own development. This can be achieved only if we make our- 
selves capable of basing development on better utilization of all available 
factors of economic and social development. Reliance on our own resources si- 
multaneously facilitates and necessitates the broadest and most effective in- 
clusion in the international division of labor. 


[t is on those foundations that the entire economic stabilization program has 
been prepared. The broadest mobilization of the organized socialist subjec- 
tive forces to resolve the contradictions in our material development and in 
development of the socioeconomic relations of socialist self-management is a 
prerequisite for carrying it out. Reliance on our own resources also presup- 
poses economy in every area and self-sacrifice and the highest degree of re- 
sponsibility, mobility and organization in carrying out the program. Perfor- 
mance of the long-range economic stabilization program ultimately means suc- 
essful reliance on our own resources and a further strengthening of those re- 


OuTCeS. 


». The reasons for a quite fundamental alteration of our practice, regardless 
of momentary and future international conditions, lie in the present manner of 
conducting economic activity and in the present way of life. That is, it is 
indispensable to give a full measure of reaffirmation to work and creativity, 
i.e., to be resolute in preventing the realization of income which is not 
based on work and the results of work, severing the roots of growing statism, 
technocracy, bureaucratic centralism and nationalism, group-ownership rela- 
tions, encapsulation, spontaneous-anarchistic tendencies and the appropriation 
public property. There is a need to terminate the practice of adopting so- 
clal plans and decisions in a voluntaristic and subjectivist way, which, alto- 
rether, displacing self-management, has caused it to lag behind and has re- 
uulted in the economic stagnation, disruption of the unified Yugoslav market 
and the symptoms that a sense of the future has been lost in society. The 
reasons for the quite profound changes should also be sought in the changes 
which will inevitably occur in the world and which one should prepare for, 
that is, equip oneself to offset the adverse impacts of external factors, as 
well as in the accumulated deviations in our own social practice from the 
long-range strategic commitments. This should be urgently corrected on behalf 
of the prospects for development, but also in order to prevent further distur- 
bances in society and to prevent their growing into an all-inclusive crisis. 


4. The prospects for the success of this program lie above all in the lasting 
commitment of the working class and working people to the consistent develop- 
ment of the socioeconomic relations of self-management set down in the consti- 
tution, the Law on Associated Labor, and the programmatic documents of the 
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League t Communists of Yugoslavia, and also in the fact that it expresses 
their lasting interests. As an expression of those interests, the program 
proposed contains the appropriate way of resolving the contradictions which 
have made themselves evident, above all by developing the socioeconomic rela- 
tions of self-management as well as by effectively overcoming the dispropor- 
tions manifested in material development which we have confronted for a long 
time now. A platform is worked out in the program for conquering and prevent- 
ing the existing deviations and distortions of the general course of movement 
toward a society in which socialist self-managing democracy is achieved ever 
wore fully, and it will for that reason meet with the full support of the 
working class and all the working people. It is because of a lack of that 
xind of future that the workers and working people have shown discontent in 
the form of criticism of the subjective forces of society as well as through 
cases of a slackening of their activity to change the status quo in political 
lite and in their commitment to production. 


An assessment of the untapped material potential that exists--production ca- 
pacities which have been built, the natural and human potential, everv respect 
being paid to economic incentives in the creation and distribution of the so- 
‘lal product, indicates large reserves whose utilization, assuming a gradual 
change in the present economic structure, would make it possible to step up 
the rate of economic development. Broader and more intensive pooling of labor 
ind capital in the economy and social services and comprehensive integration 
‘' producers which are interdependent economically and through their produc- 
tion would bring about a faster rise in the quality of economic activity, 
‘reater conservation of labor and the resources of society, and ever faster 
ind more successful development of the socioeconomic relations of socialist 

l 


st t “management . 


The essential preconditions for that are the consistent displacement of al! 
rms of statist and technobureaucratic interference in the flows of social 
reproduction, timely reconciliation of differing interests in self-management, 
unhindered achievement of all the features of the unified Yugoslav market set 
forth in the constitution and fuller utilization of all of our economy's capa- 
\lities and advantages in foreign trade. Its constantly greater presence on 
the international market, in line with its growth and development, must be an 
inescapable economic need of associated labor and society's strategic orienta- 

tion. 


he self-management integration of social labor and creation of the conditions 
that the status and self-managing role and responsibility of the producer, 

is set forth in the constitution, is fully manifested is an essential precon- 
‘ition for emerging from all forms of autarky and regional encapsulation and 
restrictions. Integration on these foundations is a condition for full and 
vithentic equality of the nationalities and ethnic minorities and of the re- 
publics and provinces, for strengthening the federal character of the Yugoslav 
community set forth in the constitution, and for the ruling status of the rul- 
ing class and all the working people in the republic and province and in the 
entirety of Yugoslav society, a socialist and self-managing society. 


67 








The struggle to achieve these goals on the basis of the Long-Range Economic 
Stabilization Program which has been drafted necessitates a unified, complete 
and full-fledged commitment and full responsibility on the part of all the so- 
cialist subjective forces. Their full mobility is a condition for the success 
ot this undertaking, just as the everyday struggle to carry out the program 
will be an occasion for the affirmation of every individual, for the indis- 
pensable differentiation, for the growth and development of personnel who in 
this battle will be given an occasion to express their commitment to socialist 
self-management and their capacities and abilities. That kind of activity on 
the part of the organized socialist forces is a condition for their own trans- 
formation, in line with the needs of building the social relations of social- 
ist self-management, and their internal democratization, for the activity and 
inclusion of new generations of fighters from whose ranks the most able will 
be recruited to perform both sociopolitical functions and jobs and also func- 
tions and jobs in their professional work. 


by deciding on the income of the basic organization of associated labor 
through his personal expression and through delegations and delegates and con- 
cerning that part of income which goes for the social services and government, 
the worker in associated labor also becomes a real decisionmaker concerning 
the entirety of social reproduction. Conditions are created on the basis of 
that position and activity of the worker and the activity of sociopolitical 
organizations so that the delegate system at all levels becomes the focus of 
social decisionmaking in the interest of the working class and all the working 
people. 


7. Im the course of carrying out the program it is indispensable that all 
participants in social production and all the organized forces of socialist 
conse lousness make a deliberate organized and constant effort to overcome the 
extremely large material problems which have accumulated, the conceptual dis- 
agreements and conflicts, as well as the resistance of all those who are los- 
ing privileges and economic advantages which have not been acquired through 
work. 


All the subjective socialist forces in our society, especially the governing 
bodies, will have to reassess the practice of their activity to date and equip 
themselves to carry out this program. In that sense successful development in 
the future requires the full commitment of science as a part of those forces 
and its contribution so that all the possibilities and conditions of physical 
ind social development are scientifically and professionally examined. 


Performance of the tasks of the Long-Range Economic Stabilization Program re- 
quires well-organized professional and effective government administrative 
igencies, which must essentially improve the quality of their work and above 
all address themselves to carrying out the decisions adopted in the assemblies 
of sociopolitical communities. Successful performance of the tasks contained 
in this program requires able and professional managers and the appropriate 
specialized staff services ready to undertake a major initiative, to take 
risks and responsibilities for preparing and proposing all decisions, espe- 
cially those which have particular importance to the successful development of 
their organizations or communities. 
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In those places and forums where it has become habitual to participate in mak- 
ing decisions which have very important materia! consequences in place of as- 

sociated labor, usually informally, these changvs will be perceived as changes 
in the position and role of the subjective forces, although such 4a view actu- 

ally represents resistance to the changes in order to preserve certain present 
positions which are not in line with the needs of the development of socialist 
self-management. 


In this connection one should anticipate the resistance of those bureaucrat ic 
and technocratic forces which have by and large built up their own methods of 
regulating the conditions for conducting economic activity and for domination; 
that is, which have mostly built their positions on inveterate habits of zet- 
ting along in inflation and realizing the predominant share of income on that 
basis, of resolving problems through the government administration which can 
be successfully resolved only in the respective organization, through produc- 
tivity and operating efficiency and optimum use of resources, and so on, 45 
well as on the uninterrupted insistence that the technology of others be pur- 
‘hased, no effort being made to assimilate or upgrade it or to commence re- 
search of our own, Petit bourgeois spontaneity, which imparts disorientation 
ind nourishes the technocratic and bureaucratic forces, will also be a hin- 
france to carrying out this program. 


\mong the exceptional difficulties, especially in the initial period, witli be, 
first of all, the present overindebtedness of the economy abroad and in the 
country, disrupted relations in reproduction, especially financial relations, 
mong organizations of associated labor and between them and the banks, the 
inveterate and tolerated practice of nonperformance of obligations, low pro- 
ductivity and low efficiency, as well as the fact that many organizations are 
operating at a loss or are barely managing simple reproduction, while at the 
same time there is the conviction that losses must be socialized, and this is 
even emphasized as a feature of a socialist society, as worker solidarity, anc 


a on. 


Vecisive change can occur at all these points only if the conditions are cre- 
ited for the worker to see his existence and future in his own organization of 
issociated labor and in all the aspects of self-management association anc 
linkage, in distribution according to work and the results of (present anc 
past) work, which the worker will fight for if and insofar as he taxes command 
of the totality of income and of expanded reproduction in particular. it is 
in essential precondition for this kind of undertaking that economic and ce- 
velopment policy and business conditions operate in a synchronized way in that 
Jirection. 


Consequently, majcr obstacles on the road to carrying out this program will be 
ypposed interests, the different social status which follows from the present 
situation and position of many individuals, certain parts of the economy and 
associated labor, the inertia of what has been inherited and of the old, alien 
conceptions incompatible with socialist conceptions, ideological errors and 
conceptions incompatible with the system of socialist self-management and the 
real conditions in which it is being achieved and against which an ideological 
battle must be waged constantly. All of this necessitates full and lasting 
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mobilization of all the progressive forces during realization of this stabili- 
zation program. This also necessitates that the workers anc al! the working 
eople be fully informed about the goals, means and methods of action, a demo- 
rati mtest of opinions, but also organization and readiness to carry out 
lecisions. Experience trom our past indicates the need to mare a4)! the neces- 
“ary preparations, to deploy forces and to ensure synchronized operation of 


, , 


111 social factors before a social undertaking of this kind is entered upon. 


it is indispensable to monitor constantly the progress in carrying out this 
program, to correct in good time possible errors and shortcomings which are 
manifested in practice, and to adapt it on behalf of achieving its essentia! 


PUBiS-« 


he essential and in many respects decisive condition for mobilization of the 
entire society on behalf of successful performance of this program is ensuring 
the political unity of the action of all the socialist forces browght together 


a 


in the SAWPY, along with the special responsibility of the League o* ee 


|. Basic Changes in Socioeconomic Relations 


nee again on this occasion the point of departure is the awareness that our 
lety has a long-range strategy for development of the social relations of 
lalist self-management, contained in the LCY Program and other progranm- 
matic documents of the LCY, the SFRY Constitution and the Law on Associated 
ibor. They contain the basic commitments and framework for creative applica- 
tion and further development of overall social relations in line with the 
inges which inevitably arise as the economy and society develop. in this 
mnection it was stated in the Basic Premises of the Long-Range Economic Sta- 
lization Program that the “struggle for economic stabilization is actually a 
truggle to strengthen the real social power and responsibility of the worker 
in associated labor.” 


m the basis of those commitments the basic protagonist is the worker in asso- 
tated labor with the right to work with the resources of society and the 
right to the fruits of his labor in the form of income earned. The develop- 
went of self-management, economic development, and overall! social development 
lepend on his position and his motivation and responsibility for the results 
whieved and on the level of his integration in the system of free associated 
labor. The basic organization of associated labor i« the principal form of 
reanization of the workers in associated labor, the form in which they taxe 
ommand of the basic flows of social reproduction and exercise oversight over 
them, manage the means of production, and work, acquire, distribute and divide 
the income earned in conformity with criteria and scales and social plans 
idopted through self-management, and enter into association with one another 
to form work organizations and establish links through various organizationa! 
rms based on interests. 


lirect self-management of the workers is achieved thereby in practice 4s 4 
eart f the overall social relation of self-management in all forms linsage 


ind association, of which the ultimate horizon is the totality of socioceconomi 
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ind sociopolitical relations. Their place and role in society also depend 


equally on their position as the basic protagonists in the basi raanization 
ind the work organization and in other forms of association, but also on their 
position in the entirety of society, in soclfopolitical communities and io- 


political organizations. The entirety of the Yugoslav economic region and o! 
Yugoslav society constitute the field of activity of the workers in associated 
labor and the field for expression of their interests and regulation of rela- 
tions in associated labor, in the local community, the opstina, the province, 
the republic and the Federation, and in our entire Yugoslav socialist com™- 
nity, as well as the field for inclusion in international economic relations 
on those foundations. 


The central question on which realization of that position of the worker in 
issoclated labor and in society as a whole depends is creation of conditions 
so that the worker affirms himself simultaneously as a worker--the creator 

new value--and as a manager of the resources of society and of the entire pro- 
cess of work and the creation and distribution of the social product. Only 
when he emerges as such in the work organization, in other forms of associa- 
tion and in assemblies of sociopolitical communities are the conditions cre- 
ited for overcoming the state-ownership, private-ownership or group-owner 


monopoly and usurpation of the inalienable rights of the workers, which have 
become evident, and for reducing the state to the limits set forth in é - 
stitution. 


This is possible only if the workers in the basic organization and in other 
issociations of associated labor are commodity producers the results of whose 
labor are measured on the market, which is influenced bv various forms of con- 
scious and planned activity and definition of business conditions, correcting 
or mitigating its spontaneous operation and also regulating economic relations 
whenever the market is unable to directly measure the real contribution of the 
individual segments of social labor (in the social services and infrastruc- 
tural activities and the like). Whenever and insofar as they do not occu: 
that position, the workers as creators of new value and commodity producers 
immot in the organization of associated labor, nor in soctetv as a whole, 
take control of the entirety of income and in particular decide on expanded 
reproduction. That means when any part of income and accumulation is alien- 
ted from them, their position as producers and self-managers and their over- 
social position is truncated and undermined. The direct consequence 
it is a slackening of the drive for income, economic inefficiency and 
ruption and weakening of the production relation of self-management, thered, 
threatening economic and political stability. 


’ Gis- 


he workers in the basic organization of associated labor are not vet in suc 
i position. As managers they have in many respects lost the status of commod- 
ity producers. The market evaluation of results has been essent‘alilv dis- 
rupted by statist intervention of government agencies in the regulation of 
economic flows and by their assumption of functions which do not belong 
them. Voluntaristic planning, which does not have a scientific and protes- 
sional basis, has imparted a spontaneous and destabilizing effect, and economix 
laws which objectively operate under the conditions of social ownership anc 
elf-management are neglected. Under those conditions economic responsibility 


> 
. 
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for the consequences of that kind of behavior and decisionmaking is ordinarily 
absent or is essentially diminished. Alienation of the worker's rights and 
responsibilities in social reproduction as well as the ever greater grasping 
tor the income and accumulation of associated labor, have had an especially 
idverse effect on economic and social development. 





The draining off of income through taxes and contributions for government, to 
finance the functions of the state and its agencies, and for the social ser- 
vices, has been appropriate in both scope and form and has exceeded the level 
which is afforded by the income earned and which the existing productivity and 
business efficiency have been able to support. Organizations of associated 
labor have come to be highly dependent on various forms of credit at high 
rates of interest and difficulties have occurred because of the ever faster 
growth of differences in foreign exchange, and a consequence of that is that 
his position as a self-manager has been weakened. The material basis of de- 
cistonmaking by the principal protagonist has to a considerable extent, and 
especially in certain organizations of associated labor, been reduced to the 
limits of simple reproduction, which inevitably worsens the position of the 
worker, promotes the consciousness of hired labor and group ownership, and 
weakens his interest in the operation and development of the organization of 
issoctated labor. The worker's position as a producer has not depended, nor 
loes it depend today, primarily on the results of his present and past labor, 
mn the fate of his product as a commodity. The basic production relation is 


threatened thereby. 


if it is to be possible to successfully apply and achieve the economic sta- 
bilization program, major changes are indispensable in the following direc- 
tions in order to correct the shortcomings mentioned, but on the basis of the 
worker's position set forth in the constitution: 


“anagement of the Resources of Society 


Management of the resources of society, along with the responsibility which 

llows from the worker's position as a producer and manager, enables the 
worker through his productive labor and optimum use of resources to realize 
income whereby he achieves distribution according to work and reproduction of 
the resources of society in an expanded volume. Only on those foundations is 
it possible to achieve that kind of economy of labor and resources which will 
make it possible for the soctoeconomic relation of socialist self-management 
to affirm its democratic and humanistic features and at the same time to dis- 

lay its full ability to resolve contradictions in social development. Ac- 

rdinely, because of the shortconings which have been manifested in practice, 
the development of self-management in the coming period will depend more and 
more on whether the worker will be economically motivated to use the resources 
for social reproduction optimally, since that will determine the limit of pos- 
sible overall progress. It is indispensable, then, to create conditions which 
will guarantee this through appropriate changes in the system, through eco- 
nomic policy measures and through social plans. 
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~«’i-Management Association and Linkage 


(he t the decisive changes on which the future deve lopment of the economy anc 
welety depends is the self-management association, linkage and cooperation of 
the workers throughout the entire economic region of Yugoslavia on the basis 
it the economic interests of the producers, on the principle of income, and on 
the basis of links and relations in reproduction. Integrative links in the 
most varied torms of association are an economic necessity and inevitability 
of present-day production and trade and are at the same time an indispensable 
prerequisite for associated labor to take command of the conditions of produc- 
tion and distribution and to be the basis of a higher degree of social inte- 
gration in the country and in economic relations with foreign countries. 

Since the process of integration is conditioned by material development, but 
also itself stimulates and conditions the latter, without it the battle cannot 
be won against statism, centralism, autarky, regional encapsulation and eco- 
nomic nationalism. Without this it is not possible to achieve general busi- 
ness conditions which are equal, successful operation and development of the 
unified Yugoslav market, planned influence on the development of the economy 
ind society, nor is it possible to achieve that place in the international di- 
vision of labor which will afford our economy more equal relations on the 
world market. 


in connection with what has been said above, all the advantages which the 
pooling of labor and capital in the most varied forms of organization and 
wlf-management linkage on the principles of income can afford for raising la- 
bor productivity have not been utilized in practice. This could develop an 
niditional productive force of labor and ensure greater reliability and sta- 
bility in the realization of income, and it can also facilitate the worker's 
broader and ever fuller mastery of the entirety of relations in social repro- 
duction. 


(me of the key forms of integration is the work organization, which, in pur- 
uit of the common interests of the basic organizations making it up, should 
reattirom itself as an economic entity capable of entering into and estab] ish- 
ne links with complex organizations and broader integrative entities, and on 
those foundations ensure realistic planning, optimum division of labor, opti- 
um use of resources and more efficient and stable overall socioeconomic de- 
velopment. 


Federal Fund for Credit Financing the Economically Underdeveloped Social- 
st Republics and SAP [Socialist Autonomous Province] Kosovo should adopt a 
‘ture whereby it stimulates the processes of self-management in 
the economy and society. 


speeding up the processes of the pooling of labor and capital on self-manage- 
ment foundations is not and cannot be exclusively a spontaneous action by the 
workers of basic organizations of associated labor. it must also be stim- 


5 tee a. 


lated by appropriate measures of current economic policy and supported by the 
ctivity of the subjective forces of socialist consciousness. 
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which in any way whatsoever contribute to and exert influence on the quality 

t the decisions that are made. Every mistaken decision concerning the use of 
cumulation (selection and purpose of the investment project, orlentation in 
cholce of technology, market assessment, etc.) has manifold adverse conse- 
quences and a prolonged effect in time, and the increasing frequency of such 
lecisions indicates the inappropriate conditions under which decisions are be- 
ing made and errors in development and economic policy, and it shows up de- 
fects in the economy. 


It is a condition of the seccessful resolution of the problems enumerated that 
decisions on use of accumulation be made by the worLers of organizations of 
associated labor which created it and that they themselves bear the economic 
consequences of those decisions which thev make, including those which in the 
livision of income have an influence on the level of the worker's gross and 
net personal income and on the level at which the needs of the community are 
met. This presupposes that when a pooling of labor and capital is involved, 
the consequences will «lso be borne on the basis of the joint revenues and in- 
come by the other participants in pooling--the organizations of associated la- 
bor themselves, the banks, and research organizations, design organizations, 
and other organizations. 


The tree circulation of the resources of society in all its forms (the pooling 
‘tf labor and capital, credits, joint ventures, etc.) throughout the entire 
economic region of Yugoslavia will gradually and in time lead to the economic 
need and necessity for accummlation to be invested where it will vield the 
best economic results regardless of the region in which the investment is 
made, the type of production in which the investment is being mace, and also 
regardless of whether it involves new construction, reconstruction or some in- 
novation. The entire economic and development policy should be aimed at stim- 
lating the unhindered flow of accumulation over the entire unified Yugoslav 
market, so that all available resources and the mechanisms of the system en- 
courage and favor the pooling of labor and capital, joint gross revenues and 
income, and joint risk-taking. This is the basic institution of our systen, 
‘f expanded reproduction, our answer to the question of how one is to guaran- 
tee a concentration of accumulation, linkage, division of labor and industrial 
operacion which are optimal in economic terms and from the standpoint of re- 


production, joint scientific research efforts and our economy's breakthrough 
into the world. Credit and credit relations should complement the possibility 
for collaboration and linkage among our organizations. The free circulation 


‘f the resources of society is an essential feature of the unified market. 
Otherwise it will be difficult to achteve the free trade and movement of 
roods, labor and scientific advances as interdependent re!ationships, or this 
can be achieved only incompletely. 


In those economic and social activities in which the market cannot success- 
fully perform the role of an allocator of the resources of society, economic 
riteria should be the point of departure in envisaging supplemental economic 
wind other measures which will make it possible for expanded reproduction to be 
whiewed on the basis of pooling, use of long-term borrowed capital, incen- 
tives, and finally, in the cases envisaged by the constitution, mandatory pool- 
ing of capital. 
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faking for granted that relations in the foreign exchange system are a part of 
relations in social reproduction, there must be guarantees that the dinar is 
the sole means of payment in the country; that foreign exchange 4s claims de- 
nominated in a foreign currency and means of payment abroad are used solely to 
make international payments; that accounting of gross income and net income in 
the country may be done only in disar values. 


The customs tariff should reflect the level of development achieved and the 
development policy basically outlined in the Long-Range Economic Stabilization 
Program, that is, it should reflect the structure of the economy and its de- 
velopment goals, which will be set forth in the long-range plan and 5-year 
plans of the country's development. The level of protection should be gradu- 
ally reduced, limited in time, and associated with certain attributes which 
must be attained if it is to serve as a vigorous instrument for coming closer 
to world productivity and efficiency. The possible use of the customs tariff 
tor tiscal purposes could have only marginal importance (e.g., certain arti- 
cles for personal consumption, luxury goods, and the like), while in the 
sphere of reproduction and when equipment is being imported, the fiscal use 
of the customs tariff is economically unjustified and only causes harm. 


fhe grave experiences which we have had from borrowing abroad haphazardly and 
beyond our abilities to repay debts advise extreme caution in borrowing in 
the coming period. The volume and terms and conditions of borrowing, obliga- 
tions and guarantees for repayment, and indeed the entire regime concerning 
capital transactions with foreign countries must be subject to public over- 
sight and strictly bound up with the ability of economic entities to export 
and the full accountability of organizations of associated labor (individu- 
ally or in association) and of their banks to discharge the obligations as- 
sumed. Records and oversight over this sphere and the conclusion of aj;ree- 
ments concerning terms of conditions and the right of the banks and the Na- 
tional Bank to institute the necessary proceeding because of unmet obligations 
so that obligations are discharged promptly by users of foreign capital are 
essential conditions for maintaining our country's liquidity and reputation. 


in the transitional period the mirimum of changes which should be made in 

this area are for foreign exchange to be realized and disposed of for socially 
recognized needs in reproduction of the final exporter and the needs of those 
organizations which have lasting industrial cooperation with him anc which 
distribute the foreign exchange among themselves on the basis of the general 
criteria and self-management accords which have been concluded. Foreign ex- 
change realized or acquired on the basis of established contribution and 
within the limits of agreed needs in reproduction can be pooled on the basis 
of a self-management accord or on the basis of a contract on long-term indus- 
trial cooperation, joint ventures in the country and abroad, or a contract 
concerning business and technical cooperation, for the purpose of joint pro- 
duction and rendering of services for export. Foreign exchange pooled in this 
way can be used only to make payments abroad. Other foreign exchange must be 
sold to the commercial bank, which will present them on the foreign exchange 
market. Otherwise there is no possibility of its commencing its operation, 
even on a modest scale in the beginning, and for the distribution of foreign 
exchange to be replaced by an economic mechanism which will gradually broaden 
its effect. 
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In its development strategy and economic policy measures Yugoslavia should 
guarantee implementation of the established regional policy in foreign eco- 
nomic relations and should in particular develop and promote economic coopera- 
tion with the developing countries. On that basis the room should be broad- 
ened for larger imports of both raw materials and energy materials, but to an 
ever greater exteat industrial manufactures and semimanufactures from the de- 
veloping countrie. as well. 


The separate document entitled "Elements of the Policy and System of Foreign 
Economic Relations” should be relied on in working ~wt changes in the field of 
foreign economic relations both with respect to lasting solutions and also in 
the transitional period. 


Taxes and Contributions 


Taxes and contributions have up to now mainly been treated as methods of fi- 
nancing general public purposes and as sources of revenues of the budgets of 
sociopolitical communities and to finance the social services. Their fiscal 
function has been emphasized, while the economic and social functions have 
been manifested to a lesser degree. Not enough consideration has been paid to 
first covering simple reproduction from income and the guaranteed level of 
personal incomes, before then making an assessment in the form of particular 
taxes and contributions. The system of taxes and contributions has not been 
used sufficiently as one of the essential factors for regulating economic 
flows, for guiding investments, for regulating supply and cemand, nor has it 
been used for the function which in every society, and especially a socialist 
society, has the special role of eliminating unacceptable social inequities 
through a specific harsher taxation of the income which is not the result of 
work or which makes it possible to exist without working. 


Excessive reliance un administrative regulation of the economy and an orienta- 
tion primarily toward fulfillment of imagined investment plans, extensive ex- 
pansion of the social services and the administration have not favored any 
very detailed study and use of this segment of the economic system for eco- 
nomic and social impacts. 


The parallel development of all the functions of contributions and taxes ne- 
cessitates a much more comprehensive monitoring of economic flows, of their 
internal processes, of the motivations which determine the behavior of all en- 
tities participating in distribution of the national income or of the income 
of organizations of associated labor, as well as of cases when new sources of 
income grow to become the basis for formation of social inequities and spe- 
cial-interest groups in society. 


From the standpoint of overall economic policy the development of these func- 
tions and their use makes it possible for economic policy to avoid one-sided 
reliance on credit and monetary measures and not to expect stabilization of 
the economy from regulation of the money, just as this cannot be achieved 
through fiscal policy alone. By combining these two policies with income pol- 
icy much better results can be achieved, the one-sidedness of measures can be 
avoided, that is, it is possible to attain coordinated effect of all the parts 
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of the economic system in the direction of reestablishing more stable rela- 
tions in the economy, encouraging the motivation of producers to work more 
productively and efficiently and to correct unacceptable social inequities. 


In the system and in implementing the policy of taxes and contributions provi- 
sion should be made for flexible possibilities of establishing differentiation 
of the obligations of organizations of associated labor (according to whether 
they operate on more than one shift, whether they employ mainly women, and so 
on}. 


All the changes which should be made in the system and policy of taxes and in- 
comes sheuld contribute to implementing the principle that everyone contribute 
to meeting the needs of government and social services in proportion to his 
economic strercth. Finally, along with the changes which should be made in 
the system of taxes and contributions, it is indispensable that the share of 
tractors and contributions to finance government and social services in the 
social product, in accordance with the Anti-Inflation Program, drop back from 
35 percent in 1981 to only 30 percent in 1985. It should, of course, be borne 
in mind in this connection that implementation of the Anti-Inflation Program 
is | year behind schedule. 


In view of the importance of further development and strengthening of nation- 
wide defense and social self-protection, even under these conditions it is in- 
dispensable to guarantee permanent and stable scurces for financing these 
needs. Financing of the YPA [Yugoslav People's Army] is accordingly special 
in nature among the various forms of government expenditure. 


a) Taxes 


An analysis of this last period in our development irrefutably demonstrates 
that the system for financing government has been set up in such a way that 
the budgets of all sociopolitical communities have been supplied through it 
easily and--one might say--generously, including their constant expansion. 
With respect to the forms of taxes, the purpose of their use and the manner in 
which decisionmaking was done, there were no very serious obstacles to the en- 
largement of many needs in this sphere. There were no problems in meetirg the 
needs of the budgets, not even in the Federation (from the turnover tax and 
customs duties), even note issue being used to meet these needs. Of course, 
not all ambitions could be realized, but it is a fact that there were no major 
problems in meeting these needs. In many budgets, from the opstina to the 
Federation, there were often even surpluses in spite of the expansion of this 
expenditure. This segment of expenditure exceeds the economic capabilities of 
the economy and represents a heavy burden, so that its relative share must be 
reduced in accordance with the Anti-Inflation Program. From the social stand- 
point this growth of government expenditure has favored inadvisable expendi- 
ture, a growth of statist manifestations, and tendencies toward bureaucratiza- 
tion of government bodies and agencies. 


Since taxes were not sufficiently bound up with the interests and motivations 
of those who participated in setting them, they tended to have an inappropri- 
ate effect. The income tax and the turnover tax, which are paid every time 
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personal incomes are paid or a sales transaction takes place, represent to so- 
clopolitical communities reliable and easily accessible revenues which do not 
commit them to economic behavior, nor, regardless of how urganizations of as- 
sociated labor operate in their jurisdiction--successfully or with losses, do 
they jeopardize performance of its functions, and they necessitate neither 
saving nor reduction of administrative and unproductive expenditures. Even 
the turnover tax on products has been used excessively, and sufficient consid- 
eration was not given to the fact that it is added to the price and thus can 
have an inflationary effect. Greater reliance on the corporate income tax 
would change the motivation of bodies and agencies of sociopolitical communi- 
ties, since if there were a drop in income in the operation of organizations 
of associated labor, or if they showed a loss, they would also be short of 
revenues. Under those altered conditions the sociopolitical community would 
be motivated to do everything in its power to facilitate successful perfor- 
mance of the organizations from whose income it itself lives, and in particu- 
lar to see that public funds are invested optimally, that is, where a corre- 
sponding surplus value of labor can be derived from then. 


All sociopolitical communities have been oriented above all to collecting rev- 
enues from the socialized sector. They were the easiest to obtain, even at 
the price of an excessively large tax bite on the income of organizations of 
associated labor. However, many sources of income which two or three decades 
ago were insignificant and had no particular influence on personal income or 
the generation of social inequities, as the country underwent industrializa- 
tion and the value of property increased, as rent rose sharply because of de- 
velopment of land and cities, and as various activities expanded outside the 
socialized sector, and so on, opened up the possibility of realizing income 
without obligations to society, for obtaining a living and getting rich very 
quick with little or no work. Even the problem of living off rent of one kind 
or another has become increasingly pronounced. All of this certainly requires 
that the sources of such income be ascertained and that appropriate progres- 
sive taxation be instituted (for economic and social purposes). Last year the 
real personal income of workers in the country dropped 19 percent, while total 
real personal expenditure dropped only 2 percent, which shows that personal 
income obtained from employment is bearing the heaviest burden of the restric- 
tions and that people who have other sources of income are not making a pro- 
portionate contribution to meeting general public needs (through progressive 
taxation and the like). When amendments and supplements are made in the svs- 
tem of taxes and contributions, solutions must be found which are aimed at re- 
ducing unjustified social inequities created on this or some other basis. 


It would undoubtedly contribute to improvement of the tax system if joint 
foundations of the tax system and tax policy were established; their absence 
has made it more difficult to correct deviations in this area effectively. If 
consistent administration of the tax system and tax policy is to be ensured, 

a modern, professional and effective revenue service has to be organized with 
an appropriate monitoring function. 
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b) Contributions 


When it comes to contributions, their name itself indicates that these are not 
obligations of a fiscal nature which the assemblies of sociopolitical communi- 
ties establish in performance of their governmental function, but rather this 
represents the free exchange of labor, compensation for services which the so- 
cial service activities render to the economy and to development of society. 
Setting the level of the contribution is a matter for conclusion of accords 
and compacts between those rencering the services and those benefiting from 
them, the principle of solidarity being applied concerning those activities 
and services which by their nature require this. Since we are just beginning 
application of the free exchange of labor and since the principles of free ex- 
change of labor contained in the constitution and Law on Associated Labor have 
not been elaborated, since standards of services have not been fixed and since 
services have not been classified according to whether they satisfy personal, 
community or general public needs, and also because we lack standard rates of 
compensation, that is, the prices of services and because the direct exchange 
of labor has not been developed, even where this was possible, contributions 
have largely become fiscal in nature. Nor has enough consideration been given 
to the question of what part of the contribution should be collected from per- 
sonal income and the question of whether or not this is suitable to the char- 
acter of the needs which are met with those resources. Since the worker's 
gross personal income was not introduced as an essential instrument whereby 
the worker would control that part of income, his interest in controlling con- 
tributions has been greatly reduced; that is, he has much less interest in 
participating actively in decisionmaking through delegates in communities of 
interest. This especially applies to contributions paid from income which 
have had marginal importance and have not aroused any great interest on the 
part of workers when decisions have been made concerning them. 


Until these problems are cleared up, there will be no essential improvement of 
the character and content of the work in communities of interest, nor will 
there be accords and compacts concluded on the basis of free exchange of labor. 
That is why it is indispensable to put in operational terms the appropriate 
views of the federal public councils for each public service (education, 
health care, culture, etc.) in line with the specific nature of each of these 
activities as well as of the more specific purpose (for example, institutions 
for preventive medicine and institutions for therapeutic medicine, elementary 
schools and university schools, and so on). 


Ii. Changes in Economic and Social Development 
Changes in Material Development 


The Basic Premises of the Long-Range Economic Stabilization Program stated 
that we need to make major changes in the country's material development. De- 
velopment cannot continue in the same way as up to now, since this leads to 
autarky, structural disproportions in the economy, and an adverse capital co- 
efficient (disproportionately larger investments relative to the income real- 
ized), an inappropriate combination c: social resources and labor as the basic 
factors of production, and as a consequence, in spite of the rate of 
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investment, which has been among the highest in the world, the number of unem- 
ployed workers and of underemployed workers in the workplace has been increas- 
ing. 


The low orientation of the economy toward exports on the one hand and the al- 
most exclusive orientation and reliance on foreign engineering and technology 
on the other have been very pronounced, as has the neglect of certain advan- 
tages of the domestic economy (agriculture, the maritime industry and transit 
transportation, tourism, skilled manpower, etc.) and the uneven regional dis- 
tribution of the productive forces. 


This kind of development policy should have gone through considerable changes 

a decade earlier, since even then it had been surpassed by the level of devel- 
opment of the productive forces attained and the development and changes that 
had occurred in the world. However, the investment cycle which was begun on a 
broad front, the sizable commitment of foreign capital (four-fifths of the for- 
eign debt occurred in that decade) and the good market conditions maintained 

on that basis supported a mistaken belief that it could continue that way and 
that the major new investment projects would make it possible to carry on suc- 
cessfui development in the future. 


The failures which occurred in development policy were also the result of de- 
fects in the economic system, above all of the inappropriate attitude toward 
the use of public resources, but also the insufficiently coordinated develop- 
ment policy, which was based on a large number of priorities. The economic 
mechanism in effect favored this and was adapted to it, and it above all main- 
tained the statist method of regulating economic flows, the prevailing volun- 
tarism in planning the goals of development, and autarky at all levels, which 
led to destruction of the unity of the Yugoslav market, a lagging behind in 
self-management and a degrading of the role of the principal protagonist who 
in our system must be the driving force of development. If, then, the advan- 
tages of our production relation are to be manifested and the interest and en- 
ergy of the direct producer liberated, adaptations and changes are needed both 
in development policy and in the mechanisms of the economic system which are 
now in place. 


The basic contradictions of our material development to date are natural for 
moderately developed countries and which are manifested in the very unfavor- 
able international conditions and under the conditions of high internal insta- 
bility, the country's overindebtedness, and inflation, advance the following 
as imperatives: 


a) solving the problem of creating new jobs and at the same time keep pace 
with technological progress and structural changes in the world; 


b) optimum combination of the factors of production in view of the fact that 
what we have least of is accumulation, while at the same time we possess an 
abundance of unutilized labor, mostly skilled. In view of the shortage of 
certain raw materials and energy, we should develop as much as possible that 
production which requires a minimum of energy and raw materials per unit out- 


put; 
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c) the predominance of the autarkic orientation of the economy and equipping 
it for equal inclusion in the international division of labor, overcoming its 
low export capability, especially to regions with the convertible method of 
payment, as well as the high dependence on imports. In this connection every 
organization of associated labor, on its own and through the self-management 
pooling of labor and capital, should equip itself to be competitive with for- 
eign producers, regardless of whether it is a question of direct export or in- 
direct facilitation of competitive exports of other producers or meeting the 
needs of the domestic market; 


d) the lag in development of certain economic sectors and production groupings 
necessitates appropriate changes in the present economic structure, above all 
as follows: necessary investments in the fuel and power industry and trans- 
portation and utilization of that portion of natural resources which can be 
optimally exploited and can afford our economy a greater competitiveness on 
the world market; larger investments in agriculture and, within it, in animal 
husbandry especially, which also presupposes investment in industry (the fer- 
tilizer industry, protein feeds, chemicals for plant pest and disease control, 
and so on); broadening the economic structure and development of sectors ne- 
glected up to now which make it possible to create jobs and increase the eco- 
nomic efficiency of the entire economy (agriculture, small business, tourism, 
small and medium-sized organizations in all sectors of the economy and service 
activities on the basis of division of labor, specialization and integration). 
This orientation affords a better distribution and more optimum use of the re- 
gional location of the factors of production; 


e) dynamic development out of a need to create new jobs, out of a need to di- 
minish differences in level of development, and out of a need to bring techni- 
cal progress into existing and new branches of production. 


An assessment of our own capabilities and our own resources suggests the fol- 
lowing changes in the development policy that has been in effect up to now and 
in the methods of pursuing it: 


a) maximum utilization of all existing capacities on an optimum basis, creat- 
ing conditions in associated labor and in its material position so that the 
economic and social interests of the workers and of their organizations of as- 
sociated labor come to full expression. Economic responsibility for the re- 
sults of work and business operation should keep pace with this position of 
the workers; 


b) essential change in the attitude toward formation of associations and all 

forms of integration throughout the space of Yugoslavia on the basis of com- 

bining labor and capital, technical, technological and other ties, the divi- 

sion of labor and specialization, and joint scientific research, giving par- 

ticular consideration to the need for joint exports and application of domes- 
tic and foreign scientific and technical advances; 


c) orientation toward export, with a tendency toward improved composition of 
exports toward higher phases of manufacturing, so that it becomes the princi- 
pal preoccupation and instrument of economic policy, of the associated 
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producers and of every economic entity; in this connection lasting break- 
throughs in the export field can be achieved only if exports have an economic 
basis and if they are a factor of development, not by selling of physical re- 
sources too cheap and underestimating domestic labor. A comparison with other 
producers on the basis of the worJi criteria of productivity and business op- 
eration is an essential condition for penetrating export barriers, the only 
way to achieve dinar convertibility, liquidity of international payments, and 
economic independence, and on that basis it is the only way of combining those 
opportunities offered by the domestic and foreign markets for dynamic economic 
development ; 


d) changes in material development should be made in the present structure of 
the economy with a diminished share of investments in the social product (as 
follows from the Anti-Inflation Program) and with a smaller share of foreign 
capital. We can assume that our country will continue to use foreign credits 
for development, but provided they do not exceed real ability to repay, as is 
now the case. On the basis of larger exports the relative share of debt repay- 
ment in the inflow of foreign exchange should decrease and conditions should 
be created for committing foreign capital in the form of joint ventures and 
joint risk-taking, that is, reducing the volume of loans on a credit basis. 
Accordingly, the focus of future development should be still more on domestic 
accumulation than it has been up to now. 


The attitude toward accumulation--toward all its forms and sources, as well as 
toward its optimum use--is the key question in successfully overcoming the 
present contradictions and a condition for appropriate changes in material de- 
velopment. The conditions for conduct of economic activity should be set up 
so that success in operation and in management of the resources of society, 
and thereby remuneration according to work and the results of work, attains 
its true place in distribution of the social product, along with evaluation of 
the contribution made by current labor, that is, for its productivity, and so 
that every worker actually sees in his personal income the effect of that con- 
tribution. This then presupposes creation of accumulation for "own" permanent 
working capital, a capacity for a higher level of self-financing of one's own 
development and fulfillment of joint development plans through the pooling of 
income or accumulation and through its concentration. This necessitates a 
system of banking institutions whose principal occupation and task would be to 
stimulate this orientation in associated labor with all the means available to 
them and to economic policy as well as to monitor the efficiency of invest- 
ments. 


Development to date shows that over a lengthy period, especially during the 
last decade, a process has taken place whereby a portion of accumulation was 
drained from the public sector into the property of individuals. The volume 
of accumulation built up in this sector should be reduced to personal savings 
which are the result of work and activity which contributes to augmenting the 
national wealth, and should not include speculation and benefiting from the 
augmented value of personal property which has occurred because of the coun- 
try’s general development and public investments. 
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Encovragement of all economic and other entities and all individuals to save, 
concentration of that accumulation and its use will have ever greater impor- 
tance in the coming period. Economic development, housing and public utility 
construction, development of small business, self-employment, development of 
agriculture, etc., and the success of reconstruction of the existing econor.c 
structure will depend greatly on this. Economic policy and the policy of the 
banks face in this connection the important task of adjusting to this goal the 
policy for stimulating savings, interest rate policy, the policy concerning 
loans for various purposes, to develop the system of bonds and securities 
which would be related to specific projects or organizations of associated la- 
bor, which would in large part make it possible to eliminate the shortage of 
accumulation in the socialized sector and put it to optimum use; 


e) major changes are also indispensable in the pattern of consumption toward 
equipping the economy and society as a whole to keep pace with present-day 
technical and technological developments and the needs of culture and modern 
life. Price policy, credit and tax policy, etc., must be adapted to achieve- 
ment of this goal; 


f) science and technical and technological development will be given their 
full value in development strategy as a productive force of society whose re- 
sults are more and more becoming a decisive factor in the future economic and 
overall social progress. The available research potential (personnel, equip- 
ment and resources) and also their constant growth in the foreseeable future, 
the real contribution which they can offer to getting out of the economic cri- 
sis on a long-term basis, as well as the results to date, which have been 
achieved in spite of the unfavorable conditions for domestic scientific and 
technological research, convince us without hesitation that the orientation 
toward faster and qualitative development of domestic science and technology 
must be one of the essential components of development strategy. The impor- 
tant role and functions which science has in the domain of social reproduc- 
tion, the standard of living and the development of society presuppose its 
full contribution to creating the new value in material production, in raising 
the productivity of social labor and to the development of society as a whole. 
The development of science and its inclusion as a leading productive force in 
modern technological and .. onomic development based on productive foundations 
depend on the readiness «. our economy and society to overcome a certain fail- 
ure to comprehend the capabilities and role of science, its underestimation, 
and the overestimation of foreign science and technology, and it also depends 
on a lasting attitude in favor of domestic science, not just an attitude based 
on the circumstances of the moment or adopted in a time of difficulty. 


The orientation toward the development of domestic science and technology does 
not, however, preclude use of the results of foreign scientific and technologi- 
cal advances. On the contrary, no country, especially a relatively small coun- 
try which is also inadequately developed, can adopt such an attitude. Domes- 
tic science should turn above all to that scientific research in which we have 
certain advantages, where we achieve significant results in research, and 

those branches which development strategy foresees as keys to the future of 

our economy and to our inclusion in the international division of labor. Pre- 
dominant concentration, then, on certain segments of science and on certain 
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lines of development is indispensable. In all fields of science there is an 
indispensable need for comprehensive cooperation with foreign science if costs 
are diminished by concerted efforts and if the best results of research are 
achieved more quickly and a contributicn is made to development of our own 
scientific personnel. 


This also applies to licenses, patents and other innovations which we must 
continue to use in the future, provided that wherever possible and where there 
is interest we master the production ourselves in the shortest possible time 
and develop it further, upgrading it and gradually freeing ourselves of li- 
censing restrictions and economic limitations. 


It is indispensable that a much firuer and more long-lasting collaboration be 
established as soon as possible among scientific research institutes from all 
over Yugoslavia wherever the economic and social interests so require. This 
will be a way of concentrating the personnel, resources and research in areas 
in which joint efforts make it possible to obtain more quickly results and an- 
swers related to realizing the long-range strategy of our overall development. 
The organizational forms of that cooperation will be found by science itself, 
that is, by scientific research organizations, in line with the interests of 
associated labor and in collaboration with it, and economic policy must adopt 
appropriate measures to stimulate expansion of their plant and equipment, to 
improve the public treatment of science and to stimulate application of its 
results. 


The first indispensable step in this direction should be to define as soon as 
possible the immediate tasks of science, taking as points of departure the 
Long-Range Economic Stabilization Program and documents on techological and 
energy strategy, the joint bases and program for scientific research, techno- 
logical development and development of the fuel and power industry. When they 
are being adopted, consideration should be given to the relevant documents: 
"On the Social Role of Science and Affairs of Its Development,” prepared in 
the Federal Social Council for Affairs of the Social System, and "On Science 
in Our Society,” prepared in the Federation of Yugoslav Academies of Sciences 
and Arts. Unless this task is addressed as soon as possible, association in 
the economy will not have a lasting and scientifically verified foundation 
that is objectively imposed. That is, if in the meantime, after the changes 
in the conditions for conduct of economic activity which will at first stim- 
late an interest in forming associations in the economy, the joint scientific 
research, technological and energy programs are not drafted, essential ele- 
ments for long-term and lasting association will be lacking. This can, of 
course, be done gradually, stimulating all forms of business and planned link- 
age of organizations of associated labor by creating joint research services 
and centers, through joint planning, through division of labor, through joint 
use of domestic and foreign technology, and through joint exporting. Other- 
wise there may gradually be a pressure for the strict business conditions to 
be watered down and their effect gradually devalued, which would led once 
again to displacement of economic criteria and the market. 


It is important to adopt joint bases and programs for science's long-range de- 
velopment not only to ensure faster development of science, technology and the 
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fuel and power industry and to ensure that they have an influence on society's 
material development, but also for the sake of their further transformation in 
the direction of self-management, i.e., development of the socioeconomic rela- 
tions of self-management between chem and other spheres of social labor and 
development of those relations within those fields. This is also a reason why 
under the conditions of the accumulated economic difficulties in social repro- 
duction the priority of their development must be guaranteed, including in- 
creased appropriation of funds and creation of the wherewithal in terms of or- 
ganization, personnel and other things for their accelerated development. 

This equally applies to the natural and social sciences and to their impor- 
tance to overall social development. 


We should repeat once more in conclusion that our greatest potential lies in 
establishing associations in an economy that is now largely atomized, and in 
the immediate future it lies in the results which can be offered to the econ- 
omy and society by a science that is supported and encouraged to undertake a 
joint effort and use all its potential by the subjective forces and by other 
factors in society. 


The Social Services . 


Development of the social services, as a part of the strategy and policy of 

the country's socioeconomic and social development, has wm exceptional impor- 

tance and role in achieving the long-range stabilization goals of the economy 
and society. 


There is no doubt that viewed as a whole the social services have contributed 
greatly: to augmenting the overall creative potential of society, to improve- 
ment of job security and social security, to broadening opportunities for com- 
prehensive development of the workingman's personality as a producer and self- 
manager, including achievement of the general cultural, ethical and humanistic 
goals of society. 


That is why the development of the social services in the past has been one of 
the most important features of Yugoslavia's emergence from backwardness and 
underdevelopment. Their development is one of the essential prerequisites for 
faster elimination of the causes of the economic problems that have accumu- 
lated in social reproduction and is at the same time the basis for the overall 
development of the conduct of economic activity with socially owned resources 
on a qualitatively improved foundation. 


With respect to the level of development of the social services achieved (the 
network of organizations--its breadth, its composition, its spatial distribu- 
tion, the makeup of its personnel-——staff size, the composition of personnel 
with respect to specialized training, regional distribution, and the level of 
technical and technological facilities), with respect to coverage and with re- 
spect to the level at which the needs of the population are met, Yugoslavia 
could be included among the advanced countries with pronounced features of so- 
cial welfare with respect to the accessibility of service and equality in 
their use. 
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However, in spite of the very important results which have been achieved in 
this development, numerous problems have Seen made evident. The expansive 
growth of higher educational, health care and cultural institutions and ex- 
tensive development in almost all the social services often have not been 
squared with the real needs of associated labor and with the real material ca- 
pabilities of the economy and society. Failure to build self-management svu- 
ciloeconomic relations between those using services and those rendering them is 
an expression of the excessively long retention of quasi-fiscal relations in 
obtaining and of the relations associated with funds in the “distribution” of 
the funds collected in the self-managing communities of interest in these ac- 
tivities. This has tended to detract from quality and operating efficiency 
and especially from optimality in operations and in establishment of needs and 
development priorities. The focus of the unselective policy concerning devel- 
opment of the social services dwelled for too long on quantitative tasks (the 
amount of work done in granting the rights and meeting the joint needs of the 
working people and citizens). The treatment of these activities as a segment 
of consumption rather than as a factor for raising the social productivity of 
labor and as an essential condition for society's progress led to frequent ad- 
ministrative interventions by the agencies of the sociopolitical community and 
restrictive limitations indexed to the level of last year's “consumption” and 
other linear and unselective measures of economic policy. 


It has to be borne in mind in all this that the results achieved in educating 
personnel, the facilities that exist and the capabilities of these activities 
constitute a sizable potential for society. It could be one of the advantages 
of development in the coming period if changes are made in the quality of per- 
formance and business operation of the social services similar to those antic- 
ipated in material production, in line, of course, with the nature of the vari- 
ous activities and their social function. 


Were extensive expansion to continue along with the mode of operation of the 
social services that has been in effect up to now, they would become an unsup- 
portable burden for the economy, which, on behalf of its own future develop- 
ment and the development of the entire society, demands quality services in 
line with higher labor productivity in those organizations, a higher quality 
of their services and greater social benefits in the satisfaction of needs. 
Only on that basis should we see an opportunity for the further development of 
these activities, for the equal position of workers in them and workers in the 
economy, for an equal attitude toward work and social resources, and for the 
right to have their immediate and indirect contribution to creation of the so- 
cial product adequately appreciated. 


The following ere necessary to this end: 


a) strengthen the self-managing positions of the main participants in the free 
exchange of labor, especially through social planning of joint needs and de- 
velopment of activities, through development of the practice of annual and si- 
multaneous declarations concerning obligations to be met from the income of 
the basic organization of associated labor, through further decentralization 
of the bases for defining the level and volume of solidarity, and through de- 
cisionmaking concerning expanded reproduction in the social services based on 
personal expression; 
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b) establish and develop self-management socioeconowic relations of the free 
exchange of labor and other bases for obtaining income in order to cvercome 
the quasi-fiscal relations in furnishing resources and the evaluation of per- 
formance of the social services that would be appropriate to a ‘und; 


c) respect economic laws in the social services, above all by objectifying the 
elements of the price of the service, by adopting social norms as to the qual- 
ity of the service and adoption of standards, by furnishing funds for modern- 
ization within the price of the service and resources for other purposes of 
expanded reproduction from earmarked funds which are pooled or furnished, and 
by evaluating the contribution of these activities to the overall growth of 
the social productivity of labor. 


Since the needs which these activities meet will be greater and greater and 
since in many of them solidarity will also increase with the development of 
society, especially when it comes to certain basic needs, there must be paral- 
lel encouragement and development of material motivation to use the services 
of these activities optimally and in line with real needs. It will be neces- 
sary to anticipate that the user of the service will pay an economically sig- 
nificant share of the cost, wherever, of course, this is possible and where it 
will yield results, respecting at the same time the humane attributes and so- 
cial welfare of our society. An influence will be exerted in this way on the 
volume of use and quality of services, expansion of favoritism, privileges and 
other accompanying phenomena will be presented, since they always occur when 
needs exceed possibilities, the ultimate result being a decline in the quality 
of the service; 


d) optimalize the network and carry out division of labor within the individ- 
ual activities in every SR [socialist republic] and SAP on the basis of cri- 
teria set forth and also among them through social compacts entered into by 
the SR's and SAP's. In this sense, but in line with the nature of each of 
these activities, an analysis should be made of the present volume, structure 
and contribution of institutions, the process of forming associations and 
achieving greater efficiency should be stimulated, a great deal of duplication 
needs to be avoided in development, and those facilities whose work is less 
necessary should be reoriented. In a word, in the overall economic and social 
reorganization, in the effort to emerge from the economic crisis, not only can 
this sphere of society not remain the way it is, but, both because of itself 
and future overall progress, it must change, since overall material and nonma- 
terial progress will depend more and more on successful development of the so- 
clal services; 


¢) improve the self-management forms for the organization and decisionmaking 
based on an interest in the social services and further affirm the role of as- 
semblies of self-managing communities of interest in equa] decisionmaking with 
chambers of associated labor and other chambers of assemblies of sociopoliti- 
cal communities. It is accordingly necessary to examine the justifiability of 
the present organization and take the network of self-managing communities of 
interest under consideration. The professional staff services in s2lf-manag- 
ing communities of interest must be prevented from becoming decisionmaking 
factors instead of the assemblies and other bodies of those communities. 
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Accordingly, the organization of those staffs should be adapted and optimal- 
ized, and the size of the staff in them shoulac be reduced to the number that 
corresponds to the function of the particular self-managing communities of in- 
terest. 


Regional Develvupment and Development of the Economically Underdeveloped Repub- 
lics and SAP Kosovo 


a) Regional Developaent 


Alongside the rapid development and major changes in the social composition of 
society over the first two or three decades, it can be said that a certain ne- 
glect of regional development was even objectively imposed. However, it would 
be hard to say this of the last two or three 5-year periods, when in view of 
the problems that have cropped up in development (abandonment of rural areas 
and agriculture, excessive growth of the large cities, and so on) it was clear 
that unless the regional component of development were acknowledged the al- 
ready complicated problems of future economic development would be compounde 
still more. it is now clear that the neglect of economic laws and also the 
shortcomings in economic policy and development policy in this period had to 
have adverse consequences for regiona’ location of the productive forces as 
well. 


The construction of major projects, the concentration of industry in cities 
and industrial centers, and the neglect of those activities and brconches of 
the economy which can develop at lower cost where pzople are living, where it 
is possible to utilize the existing potential, ir‘rastructural and other con- 
ditions, including cultural conditions, for normal life, are factors which 
prove that development plans and practice hee not acknowledged the ever 
greater importance of the regional aspect of development. Overall development 
has for that reason been slower, industrialization of the country has borne 
the imprint of one-sidedness, unemployment is higher than it otherwise would 
have been, and the costs of the infrastructure, housing, social welfare, and 
so on, have put a disproportionately greater burden on the overall social 
product than a more uniform regional development would have done. That is why 
the dimension of regicnal development in defining the goals and directions of 
development gust be given equal treatment with other goals and, in a certain 
sense, even the advantage, since it coincides with those changes in economic 
development and the economic and social composition of the population which in 
the long-range economic stabilization program are basic correctives of our de- 
velopment to date. 


The policy of regional development is a necessary and very important part of 
the long-range economic stabilization program. Its goal and task consist of 
guaranteeing conditions for optimum utilization of production resources and of 
all other factors of economic and social development of particular regions on 
behalf of the economically most efficient purswit of the strategy and policy 
of development, and on those foundations and within the given limits of avail- 
able resources and relations in expanded reproduction, the conditions for more 
uniform regional development and for reducing differences in level of develop- 
ment from one republic or autonomous province to another. 
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This policy is manifested ia the social plan of Yugoslavia and in the agree- 
ment on its dases, and partly, according to the conditions and specific fea- 
tures of development in the individual republics and provinces, in their so- 
cial plans and agreements on the bases of those plans. Whenever the specific 
features of development of individual economic-geographic regions, regardless 
of republic, provincial or opstina boundaries, require joint agreements and 
compacts concerning the directions and conditions of development, this will be 
subject matter for planning and agreement among the respective interested op- 
stinas, provinces and republics. The essential thing here is for the policy 
of regional development to be an integral part of the policy of Yugoslavia's 
overall development, synchronized with the changes that are to take place in 
the economy as a whole, that it correspond to the basic direction of the econ- 
omy toward linkage of interested organizations of associated labor and their 
pooling of labor and capital, division of labor, specialization and augmented 
volume and assortment of goods, exports, and greater competitiveness of our 
economy on the world market. 


The regional aspect of development has particular importance because of the 
multinational character of our socialist self-managing community, its federal 
system, and considerable differences and unevenness in the economic develop- 
ment of the various republics and autonomous provinces. Overcoming these dif- 
ferences is in the national, political, economic and social interest of the 
nationalities and ethnic minorities of Yugoslavia, and is, just as the inter- 
est in general social progress, a condition of their unity and equality. 


The policy of regional development, as a part of the overall development pol- 
icy, presupposes an active attitude toward use of the factors of production. 
The agreed joint development policy should ensure the optimum combination of 
the factors of production, mindful of their availability, quality, regional 
distribution, mobility and complementarity. In this connection consideration 
should be paid to the fact that all these factors are subject to constant 
changes, especially under the impact of technical and technological progress. 
The policy of regional development should afford greater specialization and 
further division of labor within the country and, on that basis, greater and 
economically more optimum inclusion in the international division of labor on 
the basis of a pooling of labor and capital by interested organizations of as- 
sociated labor. 


The policy of regional development must respect the differences in growth and 
composition of the population from one republic or autonomous province to an- 
other, which presupposes the responsibility of all factors, above all those in 
the SR's and SAP's, for conducting an active population policy, especially in 
those regions in which tendencies toward demographic expansion or depopulation 
are becoming evident. This would contribute to achieving the goals of more 
uniform regional development. 


b) Development of the Economically Underdeveloped Republics and SAP Kosovo 
Appreciable differences in level of development of the republics and autono- 


mous provinces are one of the serious social contradictions of our society and 
have economic, social and political consequences. Since we are a multinational 
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community, it can be said that the economic relations among the republics and 
provinces, as a part of overall relations, will always be an element for rec- 
onciling mutual interests on the principle of equality, in which economic 
equality, along with political equality, has its own special place. 


In deve.opment to date all the republics and provinces have kept up with Yugo- 
slavia's overall development, in which the most favorable results were 
achieved in reducing differences in the personal and social standard of living 
of the population, and also in the infrastructure, whereby the foundation was 
created for utilizing that potential for faster economic development. The re- 
sults achieved in development of the economically underdeveloped republics and 
the province of Kosovo are the result of the overall favorable effect of the 
institutional and social changes, their own respective efforts and use of sup- 
plemental resources which, through the Fund for Credit Financing and Stimulat- 
ing the Faster Development of the Economically Underdeveloped Republics and 
Province of Kosovo and the supplemental budget funds for development of the 
social services, have been contributed by all the organizations of associated 
labor from throughout Yugoslavia and by all the republics and autonomous prov- 
inces, and they have been used by organizations of associated labor in the 
economically underdeveloped republics and the Province of Kosovo. The faster 
development of the economically underdeveloped republics and Kosovo is also in 
the interest of the more advanced, and that is why the element of solidarity 
and compensation in the uniform region of Yugoslavia is fully manifested. 


A way can be found out of the contradictions of uneven development only on a 
long-term basis, in the simultaneous development of all the republics and au- 
tonomous provinces and in the faster development of the economically underde- 
veloped republics and the fastest development of Kosovo. An essential lag of 
any republic or autonomous province, indeed even of a more highly developed 
one, must sooner or later become an economic, social and interethnic political 
problem. Accordingly, successful solution of this problem presupposes devel- 
opment of our entire Yugoslav community on foundations of joint development 
policy, through linkage and association as the sole process which in the com- 
ing period should characterize the country's overall economic development. In 
that sense the resources of the fund should pursue the logic and development 
of production relations on the foundations of pooling labor and capital with 
the measure and gradualness which will characterize our overall movement in 
that direction. 


The direct role of organizations of associated labor in pursuing the policy of 
faster development of the economically underdeveloped republics and Kosovo 
will become stronger through intensification of self-management pooling of la- 
bor and capital as the basic formfor concentrating the resources of society. 
In accomplishment of the process of the pooling of labor and capital a signifi- 
cant role should be played by the very large organizations of associated labor 
in the developed regions, whose development plans should also contain an ori- 
entation toward investments which along with better utilization of available 
productive and other potential, and especially the existing economic capaci- 
ties and construction of new ones in the economically underdeveloped republics 
and Kosovo, will contribute to a change in their economic structure. The 
pooling of labor and capital for the purpose of realizing joint income 
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presupposes not only a transfer of capital, but also business linkage of orga- 
nizations of associated labor in every way on the basis of joint use of up-to- 
date technology, knowledge, experience, and so on. 


The federal fund should be improved as a constitutional institution, that is, 
it should be transformed in the direction of self-management. That transfor- 
mation should be carried out in the direction of strengthening the role and 
responsibility of associated labor in managing the fund and the resources of 
the fund. The transformation of the fund should also guarantee an increase in 
the portion of the resources of the fund which are realized through self-man- 
agement pooling of labor and capital. 


Respect for economic laws and stricter and equal business conditions for ev- 
eryone require that every entity make maximum use of its own capabilities, 
combined with accountability for its own work and results of work. The entire 
complexity of the situation which has to be overcome will be evident under the 
conditions of the economy's overindebtedness and especially the serious finan- 
cial situation and losses in the less developed areas. In the transitional 
period these factors will be especially evident. It is therefore necessary 
through their own respective and joint efforts to make use of their own poten- 
tial and the resources of the fund and supplemental resources for the social 
services in the less developed areas so as to facilitate the best possible re- 
sults and arrive at a higher level of association within the Yugoslav economy 
as a whole. 


In that context Kosovo deserves the greatest attention, the greatest help and 
understanding of the entire Yugoslav community, which makes it all the more 
incumbent upon it to make its maximum efforts and show maximum responsibility 
for results before the entire Yugoslav community. 


Very Important Changes in the Structure of the Economy 


The Basic Premises of the Long-Range Economic Stabilization Program noted that 
industrialization was indispensable as the main line of change of the economic 
structures that existed previously and as a way of pulling Yugoslavia out of 
backwardness and the only possible development strategy. It was noted at the 
same time that in practice industrialization has been conceived one-sidedly 
and that the development of other sectors of the economy without which even 
industry could not yield the optimum resuits has been neglected. One-sided- 
ness has been manifested in certain periods even in the internal structure of 
industry and in its regional location. Equally important has been the concep- 
tion of industrialization in terms of construction of major projects without 
relying on a large number of small and medium-sized organizations complemen- 
tary to them which affords complete division of labor, which gives flexibility 
to the entire economic structure, especially to industry, making it adaptable 
to the requirements of the domestic and world market, to technological aad or- 
ganizational changes, and above all makes possible more optimum production, 
lower costs and easier management. 


The indispensable structural changes do not in this sense come down only to 
faster development of the fuel and power industry, food production and better 


109 














use of natural resources, whenever they afford optimum and profitable produc- 
tion and represent a point of support for production for export and greater 
competitiveness of the economy. Changes are also necessary with respect to 
the treatment of the entire economy, all its sectors. And then structural 
changes in a broader sense (because of problems of unemployment and commit- 
ment of personal capital in self-employment and new investments) presuppose 
use of the considerable capabilities and diversification of production in the 
socialized sector, collaboration with self-employed producers, and also self- 
employment on a broader scale than up to now of individuals who can contribute 
with their services and products to broadening the assortment of goods on the 
market and to meeting needs, often very small needs, but extremely important 
to life and to the supply and stability of the market. All of these changes 
can only contribute to the export capability of the economy and can correct 
the weaknesses which often have handicapped it, have increased its costs, or 
have made it dependent on imports to an economically unjustified degree. 


Understood in this way, basic structural changes await us in the long-range 
energy strategy, in joint technological strategy, in the treatment of agricul- 
ture, transportation, small business, including self-employment, and also 
housing and public utility construction. These structural changes also have 
to do with large systems--the economic foundations on which they are to be 
placed and their technical and technological unity, as well as to those ac- 
tivities whose capabilities have not been adequately utilized (agriculture) or 
which have been almost entirely neglected (smail business). The changes being 
proposed concerning them «re very important ones. However, we should bear in 
mind that the notion that has prevailed up to now that only large facilities, 
and that above all in industry, are the main or even exclusive factors and ve- 
hicles of progress will not be so easy for us to overcome. 


With this in mind it is possible in the concluding section of the program to 
emphasize only certain accents related to the general measures and changes 
which should be made, and there is a need to use the more detailed examination 
of the situation in those sectors and the entire complexity of the changes and 
measures which are to be undertaken and apply the results contained in the ap- 
propriate documents and programs which treat each of these sectors separately 
and in detail. 


Fuel and Power Industry 


Yugoslavia possesses modest natural energy resources. Potential hydropower 
resources will be used by the beginning of the next century. The abundance of 
coal, consisting above all of low-calorie lignites, according to research 
known to date [sic], will be used between the 20's and 40's of the next cen- 
tury, depending on the growth rate of production and consumption. The known 
reserves do not provide for exploitation of any very considerable quantity of 
petroleum after the end of this century, and the known deposits of uranium are 
also very modest. 


Although our energy reserves are not large, and their composition is rather 


unfavorable, they can be a reliable support for the country's economic devel- 
opment up to the end of this century, and the lag that has occurred to date in 
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their use needs to be made up with appropriate measures and actions, including 
new and renewable sources of energy. 


The basis exists for intensive construction of hydroplants, above all where 
there is the most unutilized waterpower. Thermal electric plants will still 
have to be built, but the great majority of them will be located alongside 
lignite mines. Preparations have to be made to build nuclear power plants, 
which will be more and more necessary in the future. Our industry should ac- 
cordingly prepare itself and equip itself in good time for the production of 
the necessary power engineering equipment, above all for our hydro and thermal 
power plants. 


The known reserves of energy resources and their insufficient exploration im- 
pose the need for exploring them intensively. 


According to present knowledge, our economy will have a lasting partial depen- 
dence on imported [energy] and will be oriented ... [line of type omitted in 
original] ... should be one of the essential orientations in the selection of 
production--that it require minimum energy consumption and, it can immediately 
be added for the same reasons, the minimum input of raw materials per unit 
output. Because of the lack of capacity and investment costs, which are 
passed on to production costs, the most economical sources should be used. 


This situation in the fuel and power industry, in view of the nature of our 
system, makes it imperative to introduce as many economic elements as possible 
into the business operation of the fuel and power industry. In principle it 
is not possible to subsidize another production through the price of energy, 
since this involves the risk of squandering expensive energy and of a poor 
choice of production (for example, development of production operations whose 
basic input is energy). This especially applies to the energy consumed by 
households and noneconomic consumption of energy. 


The prices of energy, then, should be formed on the basis of economic criteria 
and in such a way that the various energy industries, in view of their spe- 
cific features, are economically capable of using investment capital under 
more favorable terms and conditions from various long-term sources, that is, 
capable of meeting their obligations on the basis of linkage and association 
and in conformity with conditions contained in those accords. 


Conditions should be created for conclusion of accords among the electric 
power communities of the republics and provinces and the electric power commu- 
nity of Yugoslavia in which the parameters would be set forth for forming 
prices in a system which would function as a single large technical and tech- 
nological system. 


The present organization of self-management should also be adapted to the 
economy and the needs of optimum functioning of this large system. A sizable 
untapped potential lies in utilizing the advantages offered by forming the or- 
ganizations in this sector into large technical systems if they are based on 
economic criteria and if their technical characteristics are respected. 
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Technology 


In spite of the economic and social crises, and parallel to them, in the world 
today a strong scientific research and technological activity is under way 
whose results (already evident to some extent) will play an important role in 
resolving or in further aggravation of existing social contradictions, in line 
with the balance of power in the world and the changes which will inevitably 
occur. In that sense one can speak of the revolutionary importance of tech- 
nology for contemporary development in the world. 


Our country, although moderately developed, has devoted little attention to 
working out its own technological strategy and its own research. We have been 
oriented above all toward the purchase (often uncritical) and use of foreign 
technology, without enough ambition to master it and develop it further as 
soon as possible. Nor have we had a clearly elaborated policy for avoiding 
the adverse consequences of restrictive business practice imposed by those who 
possess technology in the world through systems of contract clauses. That ac- 
counts for our exaggeratedly large technological dependence, which is only in 
part an expression of our own inadequate economic and research capabilities. 


It is an imperative for any up-to-date economy and society to have its own 
technological strategy. The building of that strategy must be bound up with 
the planning of social, economic, regional and spatial development, scientific 
policy and education, environmental protection, etc. In the work of the com- 
mission only the bases have been furnished for drafting it, while an elaborate 
strategy can come about only through the involvement of science and from an 
altogether different attitude of the economy toward this problem, since that 
is a condition for its further progress, for keeping pace with the times, and 
for competitiveness in the world. This kind of strategy can be generally use- 
ful and effective only if it is a strategy of the entire Yugoslav economy, 
which presupposes that strategies also be worked out in the republics and 
provinces within that broad framework and according to their specific features 
and capabilities, but even then it must assume the division of labor and link- 
age of the economy in all forms over the entire space of Yugoslavia. For all 
economic activities, especially for this which promise to drive the economy, 
in our own context and for our own development, there is a need to adopt pro- 
grams of long-range technological development which should be the product of 
agreements among organizations of associated labor, respecting the criteria of 
the unified Yugoslavia market and the joint strategy for technological devel- 
opment. There is a need to establish the levels and types of technology which 
are to be imported, which should be developed in collaboration with foreign 
partners, and which should be developed with our own resources. 


The joint strategy for technological development should be regarded not only 
as a condition for the indispensable technological leap of our economy, but 
also as an essential condition for the lasting linkage of our economy, in 
which the same or similar technology is one of the foundations of integration. 
Technological development and self-management are mutually complementary, 
since they make it possible for each individual entity to be at the same time 
independent and a part of a system linked together by firm technological and 
economic bridges. The technological strategy is also a part of the country's 


broader policy (security policy, for example). 
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This kind of orientation in technological development will not and must not 
lead to autarky, but, on the contrary, should equip our country for establish- 
ing links with foreign countriés on a mich broader basis than up to now for 
participating in the divisi.\ ~f labor, among other things, with its own tech- 
nological contribution, for ‘Sing foreign advances more easily and for de- 
veloping them further. At a technologically more advanced level our economy 
can also become a much more attractive and necessary partner of the developing 
countries and nonaligned countries, for one thing because of its contribution 
to joint efforts to arrive at alternative strategies which will be better 
adapted to the needs of the developing countries and their economic, organiza- 
tional and human potential, thereby gradually reducing the dominance of the 
more advanced, which is based above all on a technological monopoly. 





One of the most essential conditions for technological progress is establish- 
ment of firm criteria for evaluating every contribution to technological prog- 
ress in material and social terms in a way that acts as an incentive. Only 
high social recognition of creativity and a vigorous and astute personnel pol- 
icy in the field of science can make it possible for the advancement of per- 
sonnel and use of young people's talents and energies to be given the broadest 
expression. 


In the foreseeable future there will be a turnabout in the entire technologi- 
cal strategy--transition from nonrenewable to renewable sources of energy and 
raw materials. The possible impact of that turnabout on our country and econ- 
omy should be examined in good time. As in all other major technological 
changes (the era of microprocessors, biotechnology, for example) we have to 
find the right place for our country, mindful of its position in foreign pol- 
icy, its size, its economic and human base and strength, and at the same time 
keep pace with technological progress. 


The question of coordinating the effort of following, planning and developing 
technology makes it necessary to set forth the obligations and tasks of all 
bodies and agencies which can contribute to making up for lost time as quickly 
as possible. 


In this light sociopolitical communities, economic chambers and planning agen- 
cies must adopt their tasks as soon as possible. Establishment of a social 
council for technological strategy would make it possible for all those in- 
volved and bearing responsibility to arrive at agreement in guiding the entire 
effort. 


Transportation 


In spite of very important results in development of transportation (construc- 
tion and modernization of railroad lines, the maritime fleet, navigable canals, 
the postal, telegraph and telephone system, highway transportation and high- 
ways), especially in certain branches, over the last decade there have been 
more and more of a lag behind the needs of the economy and the public. The 
railroads have lagged behind markedly, and movement by rail has been slow. 

The economic position of the railroads is inappropriate, the rates do not meet 
economic criteria, they have been operating with permanent losses, and because 
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depreciation is unrealistic, they have not been covering even simple reproduc- 
tion. The maritime fleet has been stagnating, and we have not come even close 
to utilizing our capabilities and advantages as a maritime country. Highway 
transportation is oversized and inefficiently organized and is consuming ex- 
pensive energy for motive power. River transportation, although the most eco- 
nomical, has been inadequately developed and inappropriately organized and 
utilized. Division of labor has not been carried out among the branches of 
transportation with a view to optimalization of transport. Transportation has 
not yet been linked to the rest of the economy on the principle of income. 

For these and other reasons there have been sizable adverse changes in the 
proportional distribution of traffic. Under those conditions of a lack of 
linkage and coordination either in development or operation, transportation 
capabilities in highway transportation have been used inefficiently, espe- 
cially by organizations of associated labor operating as private carriers. 


This kind of situation in transportation is even today limiting economic de- 
velopment at many points and is one of the causes of high transportation costs 
and thereby of operating costs of the rest of the economy, since the share of 
transportation costs in the value of goods is almost twice as high as in the 
more advanced economy. Self-management organization, socioeconomic relations 
and the technical and technological features of transportation, and in particu- 
lar cases of encapsulation within regional borders (especially the railroads), 
have not been in line with its nature as a large system, which is also one of 
the causes of its unfavorable economic position and low accumulative and re- 
productive capacity. This situation must be urgently overcome. 


The more rapid development of transportation and above all its modernization 
should facilitate faster establishment of linkage on the unified Yugoslav mar- 
ket, should reduce transportation costs per unit product, should achieve con- 
siderable energy saving through a change in the relative share of the various 
branches of transportation in carrying freight and passengers (to the advan- 
tage of the railroads, river and maritime transportation, and combined trans- 
portation), should provide a larger inflow of foreign exchange from transit 
and tourism, and should contribute through more optimum transport to greater 
competitiveness of our economy with its exports. 


Accordingly, it is indispensable that all the branches of transportation rise 
to a higher technical, technological and organizational level, along with 
greater division of labor and broader self-management linkage of organizations 
of associated labor from the different branches of transportation and also be- 
tween transportation and its users. It is also indispensable to establish 
economic criteria for the formation of prices and the economic parameters that 
would guide the entire policy in transportation and the business operation of 
each individual branch of transportation. This should result in a restructur- 
ing in all branches of transportation and an essential rise in economic effi- 
ciency, optimality and the quality of service. 


Agriculture 


Important results in agriculture and transformation of rural areas have been 
achieved in our economic and socioeconomic development to date. Industrializa- 
tion of the country has rapidly altered the social composition of the rural 
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population and the rural way of life. Large socialized farms, agroindustrial 
combines, other forms of socially organized production, various forms of asso- 
ciation of private farmers and their linkage with socially organized produc- 
tion have developed, and this has facilitated growth and specialization of 
production oriented toward the market. 


Although significant progress has been made in the development of agriculture, 
it is among the neglected economic activities in our development, which has 
had economic, social and regional consequences. The economic consequences are 
reflected in a lower-than-possible growth rate, in the inappropriate economic 
structure, in the instability of the market and prices, as well as in the de- 
terioration of the balance of payments. The social consequences are mani- 
fested in changes in the composition of the population greater than they would 
have been if agriculture, and the food processing industry along with it, had 
developed in line with the potential that existed, that is, if the process of 
abandoning rural areas and migration to the cities had been lower. The re- 
gional consequences have been manifested in a slower development of those re- 
gions which have not made sufficient use of agriculture for their faster de- 
velopment, and a quite significant portion of productive capital and housing 
have gone unused. 


Which is why it is impossible to imagine stabilization of the economy and mar- 
ket and other interdependent processes without a highly stepped-up rate of ag- 
ricultural production in order to meet the needs of the entire population, to 
become one of the stable and lasting sources of export and to expand the raw 
materials base for the food processing and other industry. Under favorable 
economic conditions this change in the structure of the economy could in rela- 
tive terms be achieved with the greatest speed, which would have a favorable 
impact toward stepping up the rate of development of the entire economy and 
would give an impetus for further changes in the composition of industrial out- 
put, transport and foreign trade. 


A central point here is that agriculture be treated in the economic system and 
in economic policy and development policy like every other economic activity, 
that it be made possible for prices, income and accumulation to be formed in 
agriculture which will facilitate its simple and expanded reproduction and 
personal incomes in line with the results of work that are basically on a par 
with the other production sectors. Only if operating and business conditions 
of this kind are the point of departure and in conformity with the nature of 
agricultural production is it possible to achieve a mix of measures which will 
respect the production cycle, seasonal nature of operation, and specific fea- 
tures of certain agricultural investments, have a stimulative effect on pro- 
duction in the socialized sector and on the private farm and guide them toward 
seeking larger income in larger output and higher yields. 


Increasing food production will be a significant impetus to the further devel- 
opment of production of the agroindustrial complex and the entire economy. 
Broader linkage and the pooling of labor and capital, as well as an organized 
effort to develop foreign economic relations, should be achieved on the basis 
of these programs. The demands of social welfare policy must not be met by 
means of uneconomic prices of farm products, i.e., they cannot be charged to 
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the income of agriculture, but must be charged to the income of the entire 
economy. 


The socialized sector of agriculture, in spite of having mastered up-to-date 
construction technology and high yields, constitutes an underutilized poten- 
tial. It has begun to lag behind the results which the advanced countries are 
achieving in cropping, while livestock production, with exceptions, has been 
neglected. The socialized farms possess the best land and they must be ex- 
pevted to achieve superb results in the yields of grain, industrial crops and 
fodder crops, as well as catching up with the advanced agricultures with re- 
spect to the number of head of livestock per hectare. Only farms on that 
large scale can overcome the present extensive mode of production, utilize the 
favorable natural conditions and overcome the present underutilization of the 
available amount of work time and the social capital invested. 


The self-management linkage and pooling of labor and capital by organizations 
of asscciated labor, agriculture, the food processing industry and organiza- 
tions of associated farmers on the principle of income will strengthen long- 
term economic relations within agroindustry as a whole and will stabilize the 
market for farm products and processed foods. Large-scale agroindustrial com- 
plexes will develop as production-and-business systems in a vertically inte- 
grated sector consisting of agriculture and the food processing industry. The 
linkage of agroindustrial combines to form communities for planned business 
collaboration with producers of agricultural equipment, producers of produc- 
tion supplies, the water management sector, scientific institutions and finan- 
cial organizations will raise the level of coordination of development and 
current production. 


It needs to be especially pointed out that it is in the interest of the large 
farms, an interest which should also be supported by the measures of economic 
policy, to assume greater responsibility on a long-term basis for collabora- 

tion with private producers in various forms of socially organized production 
and to contribute thereby to utilization and development of their productive 

potential for ever wider use of modern techniques and technology, for greater 
productivity and lower production costs, for stabilization of the farm prod- 

ucts market and for improvement of the composition of output. 


The private holding with household concerned exclusively with agricultural 
production, and also the holdings of mixed households (some of whose members 
are also employed outside agriculture) constitute a large potential for in- 
creasing agricultural production, for animal husbandry, for production of fod- 
der crops, fruitgrowing and grapegrowing. However, farm households are uncer- 
going constant stratification; that is, their holdings are being fragmented. 
Their development, intensification of their production and their specializa- 
tion should be linked more to the creation and spread of various forms of or- 
ganizations of private farmers and other forms of mutual association and link- 
age of private farmers. Their future prospects lie in diverse forms of col- 
laboration and linkage on a long-term basis and on the principle of income 
with the socialized sector of agriculture, with industry and with other activ- 
ities on the basis of equal and purely economic relations, along with complete 
specialized aid, assured sale of the goods produced and furnishing them 
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production supplies and equipment. The process of socialization of the pro- 
duction and income of private farmers and also development of socialist socio- 
economic relations in rural areas would thereby be achieved more broadly. 
This presupposes a more decisive opposition to the imposition of forms and or- 
ganizational schemes and the establishment of relations in the realization and 
distribution of income in farmers’ organizations. 


Even when the share of investments in the gross social product is being gen- 
erally reduced in the economy as a whole, investments in agriculture must have 
a larger share, at least to the level of agriculture’s share in the social 
product, and agriculture will equip itself through its own income, accumla- 
tion and depreciation for partial self-financing and profitable investment of 
capital. 


Investment in livestock raising, in expanding the socialized sector, in the 
use of unused and abandoned land, the costs of proceedings to consolidate land 
by rounding off and by aggregation and reallotment of tiny plots, of construc- 
tion of irrigation systems, of storage space and of processing facilities make 
larger investments a necessity. The specific investments such as irrigation, 
land purchases and the raising of crops on that land should be supported by 
long-term funds made available under more favorable terms and conditions. 


The faster development of agriculture requires that greater attention be paid 
to building irrigation and drainage systems and to more efficient use of those 
systems already built in this sector. 


The commission's separate document entitled “Long-Range Program for Develop- 
ment of Agroindustrial Production” has elaborated the methods, sources and 
ways of carrying out the production and investment orientation in agriculture. 


Economic conditions for agriculture's business operation and plans for its 
production and development, by the force of economic interest and advantage, 
should orient producers toward that pattern of production which will yield the 
greatest economic benefits in accordance with regional conditions. This kind 
of orientation is important to carrying out the policy of relying on our own 
resources and to better supply of the population and for export. 


Full respect for the regional aspect of agriculture's development, provided 
for in the Long-Range Economic Stabilization Program, will furnish the most 
appropriate basis for meeting the needs of nationwide defense and fulfilling 
its plans in this sector. 


Specialization in production and utilization of all the natural possibilities 
and advantages for the most profitable production on the largest scale repre- 
sent the way to prosperity for agriculture, to full satisfaction of the domes- 
tic needs of the population and industry, and to ever greater exports. 


Production on a considerably larger scale than at present requires pooling of 
labor and capital among organizations of associated labor in agricultural pro- 
duction, the food processing industry, trade, exporters, the tourist industry 
and organized consumers. This presupposes the existence and organization of a 
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highly developed market with all the accompanying economic and other services-- 
large-scale distribution organizations linked to production, efficiently orga- 
nized purchasing, distribution, a system of reserves, storage, a farm commodi- 
ties exchange, quality inspection, etc. 


In the past scientific research in this sector has yielded very important re- 
sults and is evidence of the capability of our science when it is linked to 
production and when it is working on the basis of a plan covering a lengthy 
period of time. Not even this program for development of agriculture can be 
carried out without the contribution of science and solutions which it must 
furnish. 


Simultaneously with achievement of these prerequisites for the development of 
agricultural production and of the agroindustrial complex, it is indispensable 
to especially stimulate constructive processes for advancement of the overall 
way of life and work in rural areas, to strengthen the network of institutions 
for meeting community needs in the fields of education, health care, culture, 
etc., to provide old-age insurance to private farmers more quickly and to set- 
tle the question of inheritance of farmland. This would essentially augment 
the interest of young people and other able-bodied people to live and work in 
rural areas and would tend to orient them more toward agricultural production 
and its development. 


Small Business 


The underdevelopment of our small business sector is an organic shortcoming of 
the entire economy (in the advanced countries the size of its work force goes 
as high as 40 percent of the work force in the entire economy, while in our 
case it ranges less than 10 percent). The structure of the economy is there- 
fore one-sided, the division of labor is underdeveloped, the assortment of 
products is restricted, production costs are higher, many needs go unsatisfied, 
and the cemand turns to imports, human and other potential goes unused, employ- 
ment is lower, and less use is made of private capital for investment. 


The problem of using the capital of individuals has not been satisfactorily 
solved, and that not only in small business, but indeed in the economy at 
large. This is a sizable amount of capital which in development to date has 
been oriented and stimulated almost exclusively toward personal consumption 
(automobiles, the building of weekend cottages, and the like). It is there- 
fore indispensable to awaken the interest of the individual in investing his 
capital in production and other activities by establishing private shops, con- 
tract organizations of associated labor, cooperativer, and production communi- 
ties, by establishing contract relations with organizations of associated la- 
bor, and through various forms of pooling labor and capital and business ties 
with organizations of associated labor. 


Large savings on total investments are achieved through development of the 
small business sector; for certain products this is the most efficient form of 
the organization of production, a factor for industrial and regional disper- 
sion of production, a necessary complement to large and medium-sized capaci- 
ties in all sectors of the economy. Unless it undergoes full-fledged 
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development, there are no real prospects for solving our unemployment problem, 
still less for reducing the number of employed to the level which economically 
efficient production requires in existing organizations of associated labor. 


Tendencies in development of the small business sector in the world show that 
the field of its activity is spreading, that it is not a relic of the past or 
of a mode of production which belongs to the past. The most recent techno- 
logical breakthrough as in the case of electronics, microprocessors and the 
like, indicates the possibilities for further development of production in 
small organizations which are highly equippec and have links with the large 
organizations they work for. The creation of new products represents another 
important opportunity for the small business sector. Just as in the social- 
ized sector, when it comes to self-employment, conditions should be simp] ified 
so that every individual who has the particular qualifications can engage in 
an independent activity in all sectors of the economy where there are no legal 
prohibitions. This would open up the way for everyone who has the necessary 
capital to find his own employment and make a liv‘ng at his own risk and in 
this way to contribute in several ways to the country's development without 
commitment of public funds. Under certain conditions, in the case of products 
and services which are scarce, credits should also be granted to help such en- 
trepreneurs, or tax policy should stimulate them to make larger investments. 


The need for a strong development of the small business sector, both in the 
socialized sector and through self-employment, is quite obvious, but it is 
having a very difficult time making its own way, so that people have realized 
and become convinced that all the factors in society should commit themselves 
to removing the obstacles, and there is an obvious need for a consistent ac- 
tion by the subjective forces at all levels of society to overcome the lack of 
understanding, underestimation or even fear of the small business sector. 

This is especially manifested with respect to the opening up of privately 
owned stores, service establishments, repair shops, and the like. There are 
obviously certain ideological prejudices involved which in the case of small 
business in the socialized sector take the form of its underestimation, out of 
a conviction which still prevails in many opstinas and places to the effect 
that large-scale production and large enterprises are those which are changing 
the inherited backwardness of the economy, that it is only in them that high 
employment, high national income, and so on, can be achieved overnight. As a 
matter of fact, without disputing the need for large projects to be built as 
well when the technology and nature of production so require, experience is 
showing quite the opposite--that only a large number of medium-sized ind small 
specialized organizations make it possible to create jobs, complement the pro- 
duction of the large firms or in part participate in it, and certainly bring 
about an essential) improvement in the profitability and diversity of produc- 
tion and make it easier to adapt successfully to changes on the market and 
technological changes. 


The fear that individuals will get rich and the resistance related to that at- 
titude, the unwillingness to relax so that every individual capable of a par- 
ticular production or rendering a service cat perform the particular activity 
at his own risk, and the restrictive approach to this are creating 4a monopoly 
for a emall number of independent craftemen and tradesmen or others rendering 
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services and the possibility of their indeed making more than their product or 
service is worth. However, freer treatment of this kind of employment will 
bring about complications and an effcrt to achieve quality and the broadest 
possible satisfaction of demand. 


There is also a need for broader and supplemental use of those productive as- 
sets of organizations of associated lab + which are not sufficiently utilized 
in the principal production operation. Unused or written-off assets ought to 
be transferred to interested organizations in the small business sector, and 
possibilities opened up for underutilized assets to be used in supplemental 
production under certain conditions, especially by the unemployed or underen- 
ployed. To this end it is especially necessary to make it possible for cer- 
tain organizations of associated labor which have implements they are not us- 
ing to relinquish those implements to craft and trade cooperatives and to 
groups of workers willing to combine their efforts along with a partial conm- 
mitment of their own capital to organize a new production operation or expand 
an existing one. 


When we realize how many unused machines there are in almost every factory and 
the various products which those same organizations lack, products which can- 
not be manufactured in large runs or whose production is not profitable within 
large organizations, the conclusion is that in every organization and every 
opstina, in all economic chambers and associations, an effort should be made 
to work out all the possibilities and foresee all the conditions for the 
strong development of the small business sector to be undertaken as an urgent 
task. The banks should also help such organizations, as should also the very 
founders of new small organizations. If an economic approach is taken to this 
activity, mindful of the real needs of the economy, market assessments of 
their urgency, of the need to export and to eliminate unnecessary imports, an 
unexpectedly broad field of action will be encountered, and this will be one 
of the undertakings which in a short period of time will bring major stabiliz- 
ing effects on the market, in production costs and in employment. This method 
of opening up new jobs, of starting new production operations and of creating 
new income is the most suitable way of resolving the problem of unemployment, 
by contrast with political actions to employ new workers in existing organiza- 
tions, where even now there is quite a bit of unused labor, thereby further 
complicating the economic position of those organizations. 


A large contribution to development of the small business sector can also be 
made by organized involvement of the potential of Yugoslav workers employed 
abroad temporarily. The set of legal and economic instruments and customs and 
tax policy above all should be adapted to this. 


Municipal Service and Housing Construction 


Under our constitution a dwelling may be either social property or personal 
property. The mandatory contribution of all employed persons for housing con- 
struction and the practice of building and allotting housing by organizations 
of associated labor and opstinas, have favored inefficiencies in this sector 
and created the conviction that when one is hired he becomes entitled to ob- 
tain housing frum the organization where he works, so that accordingly solving 
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the housing problem in the material sense is not an obligation for which money 
has to be set aside in the family budget. This has also been favored by the 
practice of the banks, which, in spite of larger personal savings, have 
treated loans for construction of privately owned housing restrictively and as 
a secondary matter. In many countries, however, this is one of the most ad- 
vanced lines of business of banks of a certain type. This kind of practice, 
then, has led to the conviction that public ownership of housing is one of the 
characteristics of socialism. 


In our country about 10 percent of the national income is set aside for hous- 
ing construction, which is a rather high percentage. On that basis evident 
results have been achieved in renewal and construction of the housing stock, 
but at the same time one can note certain adverse economic and social conse- 
quences suggesting the need for changes in housing policy and housing construc- 
tion. Since housing construction is financed from public funds, the economic 
efficiency of construction and optimality have receded into the background. 
Because of the very low rent, the person claiming a new housing unit is inter- 
ested in as much space and comfort in the unit as possible, frequently beyond 
ordinary needs. Supervision by the tenant of the housing unit, his interest 
in having a unit built as efficiently and as inexpensively as possible so that 
he will be able to meet the costs of living in it, has been lacking. 


The nonexistence of economic motivation to obtain the most inexpensive housing 
possible has resulted in housing construction that is so expensive that our 
country is in this respect one of the most expensive in Europe. Builders and 
other participants in housing construction have not had sufficient economic 
motivation for more rapid and less expensive construction. That is why the 
sizable portion of the national income which is set aside for housing and is 

a burden on the income of organizations of associated labor is not yielding 
proportionate results in the number of units built, nor relative to the cost 
of housing in other countries, nor relative to the cost of privately owned 
housing units built in our own country. More opportunities should be created 
for building housing units for the market, in conformity with targeted housing 
construction. 


The social consequences of solving the housing problem in this way have been 
spreading of cases of favoritism, privileges and abuse in the allocation of 
housing and the rather widespread failure to pay even these low rents. 


Municipal service construction--site preparation and other municipal services 
related to housing construction and use--are largely financed from funds for 
housing construction and have been charged to the price of the housing unit. 
Use of these funds has also followed the aforementioned lcegic of the cost of 
housing construction. A system has not been built up for financing needs for 
municipal services from other long-term sources, public loans, resources of 
insurance funds, and, above all, more realistic rates for municipal services. 
The inappropriate mechanism and inappropriate sources for financing the need 
for municipal services have made it still more complicated to solve the lous- 
ing problem. Along with everything else, in many places the reason for re- 
duction of housing construction has not been the shortage of financial re- 
sources, but the very complicated procedure for obtaining permits to ouild 
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housing, the inadequate production of building materials, and a shortage of 
the construction capability and the building trades. 


All of this shows that the entire complex of housing and municipal service 
construction demands essential changes, i.e., reassessment of the economic ba- 
sis of this system. The search for solutions must take as its point of depar- 
ture that conditions for construction of a dwelling for one's own need or use 
of a publicly owned dwelling should by and large be approximately the same, 
which will make it possible for the individual to choose to build his ow 
dwelling or to use a publicly owned dwelling for which he would pay an eco- 
nomic rent. An essential prerequisite of this orientation is to raise rents 
in the near future to the level of simple reproduction and eventually to in- 
clude in them a portion of expanded reproduction as well. 


The individual must be required to participate to obtain public funds for 
housing construction, and those funds should also be committed to housing con- 
struction on the basis of solidarity in order to help workers and individuals 
whose income does not allow them to obtain their own housing or to pay an eco- 
nomic rent. Housing cooperatives should be developed more rapidly, along with 
further development of self-management by the cooperative members, involvement 
of their own personal labor and capital, and the pooling of personal and pub- 
lic resources. When the conception of development is being adopted, the work- 
ers in associated labor must examine all possibilities for more rapid and bet- 
ter resolution of housing problems and should set forth a specific program for 
solving them. In so doing they must take into account both the possibilities 
for personal participation and also the possibilities offered by nds set 
aside for social services. 


It is indispensable to work out a credit system which will make it possible on 
the basis of savings, a down payment when the housing unit is purchased, and 
so on, to obtain credit under favorable conditions. 


The municipal service costs related to the housing unit must be distributed on 
the basis of long-term credit over the entire housing stock, and not charged 
solely to the new housing unit built. This also presupposes that municipal 
rent as a whole be collected and used for municipal service construction. 
These measures would make it possible to change the present system of housing 
construction and allotment and to organize the construction of housing units 
together with construction and other interested organizations and banks. A 
transitional period is indispensable, since very rapid changes in this sensi- 
tive sector cannot be made in a short period of time or without all the neces- 
sary preparations, organizational and economic. 


The reform of housing construction and housing policy is not a sector problem. 
Its powerful multiplier effect will have an impact on the growth of production 
as a whole and its makeup as well as on the volume and pattern of consumption. 
Many preferences in consumption will be changed thereby. Aside from food, 
clothing and other needs of everyday existence, every household will have to 
give priority to obtaining housing with its own resources and credit. It will 
subordinate its other needs to that, so that needs which are incomparably less 
significant will be given less importance in the fanily budget. These changes 
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should also be examined and taken into account both in the plans of organiza- 
tions of associated labor and also in social plans. 


Employment and Creation of New Jobs 


One of the basic socioeconomic contradictions of development to date which has 
been present in our country for a quite long period of time is the discrepancy 
between the need for and possibility of exercising the right of every able- 
bodied citizen to work with the resources of society. 


The possibility of implementing that principle is also dependent in part on 
the present level of material development and the economic and development 
policy conducted to date, which have partly been the cause of an aggravation 
of this problem even beyond that limit imposed by the level of our develop- 
ment. The unbalanced nature of economic and social changes, the neglect of 
the development of certain sectors of the economy, especially those which are 
labor-intensive (small business, agriculture, the service activities, etc.), 
insufficient respect for the factor of regional location of the productive 
forces, lack of balance of the system of education and development of educa- 
tional institutions with the needs of the economy, and those conditions in 
business operation of the economy which have allowed underutilization of ex- 
isting capacity, low productivity and inadequate efficiency, etc., have con- 
tributed to making the problem of creating new jobs, that is, unemployment, so 
acute and carrying with it economic, social and political repercussions. This 
is especially manifested in the number and particularly the profile of people 
seeking employment--trained young people, young workers, women and those re- 
turning from employment abroad. We should be mindful in this connection that 
even those employed in the economy and other activities are not sufficiently 
employed, that the number of workers employed is out of proportion to the 
available capacity. 


Full productive employment of all able-bodied persons is one of the most im- 
portant long-term goals of our society. Achievement of that goal depends on 
dynamic and successful economic development and on timely change of the eco- 
nomic structure. In that sense, assuming a more dynamic economic development 
and about 200,000 new jobs a year, even by the beginning of the next decade it 
would be incomparably easier to solve the problems of employment than is now 
the case. In a more moderate variant, assuming that 120,000 new jobs are cre- 
ated annually, we can talk about achieving the goal of full employment only at 
the end of this century. This points up the interdependence of the rate of 
economic development and the rate of new job creation and the need to overcome 
the stagnation of production as soon as possible, since every year that slips 
by postpones the mitigation of this problem and shifts the achievement of that 
goal further away in time. 


Every economic policy, and this also applies to the long-range economic sta- 
bilization program, will end in failure, and the social contradictions will be 
exacerbated still more if this problem is not successfully solved, gradually 
and on a real foundation, over this and the next decade. Development strategy 
must also be constantly verified from this standpoint and adapted to this. It 
should, of course, not be forgotten here that the problem of unemployment has 
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varying seriousness from one republic and autonomous province to another, as 
well as within them, so that regional development policy must also be adapted 
to this. But in all this the problem of unemployment is a general problem of 
the Yugoslav economy and society, and as such it must be taken into account 
when the bases for social plans of sociopolitical communities are adopted and 
when an agreement is reached on this among the republics and autonomous prov- 
inces. It is all the more important that the conception of Yugoslavia'’s eco- 
nomic development and its economic structure be such as to make it possible to 
solve the problem of creating new jobs and at the same time to reflect various 
regional situations. It is especially important for the unified Yugoslav mar- 
ket to operate fully in this area as well. This would make it possible to 
ease the problem in that the entire strength and absorptive capacity of the 
Yugoslav economy would be committed to solving this problem and migration 
within Yugoslavia would be avoided through the free movement of public re- 
sources whenever economic and other considerations indicate that this problem 
can be solved in an economically more optimum way. 


It is above all indispensable to a more successful solution of this problem 
and to attainment of full employment that all available technical capacities 
and other physical resources be utilized and that work be organized on more 
than one shift, better use be made of machines, and their economic life short- 
ened. 


It is indispensable to achieve more rapidly shorter working hours for all 
those whose work is heavy, who perform their jobs under adverse conditions, 
and also those who work on two or more shifts, provided that they achieve 
higher labor productivity and larger income of their basic organizations of 
associated labor. 


In connection with the problems of creating new jobs we need to emphasize 
once again the great importance of the small business sector and the need to 
create conditions maximally favorable to its fastest possible development. 
Direct commitment of the subjective forces is necessary to overcome all the 
administrative obstacles to self-employment. There is a need to create con- 
ditions for everyone to solve his own employment problem and to help him in 
doing so with credit as well as with tax exemptions and other favoring circum- 
stances, especially in the case of providing scarce products and services. 
Incentives should be given to labor-intensive investment projects, whenever 
this is technologically justified, in all the manufacturing industries, both 
traditional and new. 


Maximally favorable conditions for housing construction should also be en- 
couraged and created, since it contributes to solving several key problems of 
economic and social development--creation of new jobs, development of produc- 
tion which is proportionately the least dependent on imports, and solving the 
most acute problem of the family--housing, and finally, housing construction 
is one of the factors that tends to invigorate the economy. 


If that kind of orientation is accompanied by diversification of small produc- 
tion plants in small towns and villages where there is unutilized manpower and 
at the same time there is the infrastructure, housing, and the like, and if 
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organizations of associated labor from the more advanced areas are stimulated 
to organize production through the pooling of labor and capital with organiza- 
tions from the less advanced areas, there will be reduced pressure on the 
large centers, less migration of the population, and above all the creation of 
new jobs will be speeded up at considerably smaller volume of investment and 
other social costs. This also applies fully to the development of agriculture 
and the necessary development of capacity for processing farm products. 


Greater use of intellectual potential (creating development sectors in the 
economy, institutes, information centers, and market and other research, and 
so on), and as a matter of fact utilizing many skilled and highly qualified 
people who are unemployed, can be of very great help in all this. 


The entire school system and educational system should be brought in line as 
soon as possible with the needs of associated labor and the society as a whole 
and with their development programs. It is indispensable to reduce enrollment 
in senior and junior postsecondary schools in the social sciences and to in- 
crease enrollment in schools which prepare personnel for production occupa- 
tions and occupations in short supply. 


The plans of sociopolitical communities and economic policy measures should 
achieve conditions for employment of people who will be returning from employ- 
ment abroad and in agreement with them should make provision for commitment of 
their capital to their own self-employment, should encourage their interest in 
opening up new jobs in the country. 


Employment and use of public funds impose the commitment of appropriate re- 
sults from operation and business, the obligation to create accumulation whose 
economically optimum investment would make it possible to open new jobs. Ev- 
eryone who performs his work tasks and obligations without discipline and un- 
conscientiously, that is, who is not contributing to optimum use of public re- 
sources, cannot claim the right to a job. 


Social Welfare Policy 


The lasting goals of a socialist society's material development are by their 
nature social goals. We dare not neglect the essential orientation of eco- 
nomic development because of our present economic difficulties. 


It necessarily follows from this basic commitment that economic policy and so- 
cial welfare policy constitute a single entity and that economic changes pro- 
posed in the long-range economic stabilization program must also be accom- 
panied by social welfare measures on the basis of a realistic assessment of 
the social consequences. 


Relations within associated labor are the most important to social welfare 
policy, and the constitutional commitment that work and the results of work 
shall be the basis of the material and social position of workers is only at 
the beginning of its implementation. The economic system, as it is applied in 
practice, is not guaranteeing distribution according to work, conditions for 
the conduct of economic activity are such that price relations and income 
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realized do not reflect the real results of work and business operation of or- 
ganizations of associated labor; inflation is largely devaluing the income 
earned and is making it possible for income to be redistributed but does not 
reflect the actual contribution in terms of work and management of the re- 
sources of society. Differences from sector to sector are unjustifiably 
large, and the principle that approximately the same personal income is to be 
obtained for the same contribution of work is being realized very unevenly in 
practice. If in this connection we bear in mind the practice of socializing 
poor results and losses, then one can confidently conclude that in this sphere 
large efforts lie ahead of us to change the status quo. This is indispensable 
on economic and social grounds. The changes proposed in the various segments 
of the economic system as part of this program are aimed at essentially chang- 
ing the motivation of workers with respect to work and business efficiency. 

In that case differences in personal income which truly reflect success in 
work and business will be greater, higher value will be put on productive and 
creative work, and the level of the personal income will not depend so much on 
whether one works in an industry which has good or bad conditions for the con- 
duct of business. 


The most serious expression of social inequities follows from whether a worker 
is employed or not. Until that problem is solved on the basis of the pro- 
posals contained in this program, one cannot speak about the equal right to 
employment and about the equal conditions and opportunities of every able- 
bodied individual to make his contribution to meeting his own needs and to de- 
velopment of society. That circumstance is accentuated by the fact that the 
available means of production are not sufficiently utilized, so that the unem- 
ployed have less opportunities for being hired and are not allowed equal ac- 
cess or exercise of the right to manage resources which are the property of 
society. Which is why hiring the unemployed must be the concern and obliga- 
tion of all those who are employed, and this must be done so as to make opti- 
mum use of resources, to increase accumulation through higher productivity, 
and thereby to expand the possibility for development. In situations in which 
the resources of society are poorly used or are going to ruin from the stand- 
point of social criteria, or when individuals are obviously not fulfilling 
their work duties, the monopoly over the job should not be protected, but it 
should be made possible for the collective to choose another worker in order 
to achieve those operating results which make it possible for the gross per- 
sonal income of the worker to increase and for the assets of society to be re- 
produced on an expanded scale. 


As rapid changes take place in the social composition of the population, so- 
cial issues resulting from the influence of economic and development policy on 
haphazard migration, exaggerated deagrarianization of agriculture and the 
abandonment of rural areas, the movement to urban centers, larger agglomera- 
tions and the like, often escape the attention of society and economic and de- 
velopment policy. The long-range economic stabilization program, which ac- 
knowledges the objectively necessary processes of changes in the social compo- 
sition of the population, calls for major changes in development policy in the 
regional location of the productive forces even from the standpoint of social- 
ist [(?) social] changes, and also that more planned and conscious foresight 
and regulation be imparted to these processes and that the overall development 
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of society be made more economically justified and more humane in this way. 
Differing demographic trends from region to region, the high birth rate in 
some regions along with its drop in others, call for appropriate economic and 
social welfare measures in order to avoid extremes and create more favorable 
conditions for reproduction of the population. This makes it necessary that 
greater concern be paid to the family and to the problems of the working 
mother. 


Social welfare is another reason why future development policy must act toward 
commitment of social accumulation to regions with more manpower and more con- 
venient natural resources. The policy of more uniform regional location and 
indeed all measures which act toward equalizing living and working conditions 
in urban and rural areas ought to reduce unnecessary migration and the costs 
that result therefrom. 





The social welfare problems of rural areas are directly related to the further 
development of agriculture and to keeping young people in rural areas. There 
is a need in rural settlements to strengthen institutions for meeting comm- 
nity needs and for reducing differences in the level on which those needs are 
met. Intensive construction of the highway network, other infrastructural fa- 
cilities and basic cultural institutions in rural areas would also facilitate 
intensive development of agricultural production, linkage with the market, as 
well as cultural transformation of rural areas. It is indispensable to solve 
the problem of households consisting of elderly members in a planned way. 


Also important is our society's obligation to improve the conditions for Yugo- 
slav citizens to return from temporary employment abroad, to afford them ba- 
sically the same conditions for employment as other members of our community 
and to offer them help in selecting an activity and in investing their capital. 


In areas of life and work outside associated labor social inequities are 
spreading, especially those which derive from real estate, appropriation of 
rent, privatization of public property, inadequate payment of inheritance tax, 
speculation with foreign exchange and the like. These things are becoming a 
social, economic and political problem. That is why one of the urgent needs 
is to create in the economic and legal system barriers and means of preventing 
differences which do not derive from work, and in particular the violation of 
the norms of our system and socialist ethics. Quite radical changes need to 
be made in taxation of personal income, with a tendency toward high taxation 
of income which is not the result of work, and to motivate the earning of in- 
come through work in the socialized sector as well as through self-employment. 


Changes in housing policy, and in particular introduction of an economic rent, 
will be difficult .o achieve if measures are not at the same time elaborated 
for social welfare of the low-income family and if construction of housing on 
the basis of solidarity is not continued and further improved. This is one of 
the evident examples of the unity of economic and social welfare policy. 


We should mention in conclusion that in the first phase of carrying out the 
long-range economic stabilization program a full examination needs to be made 
of all the social welfare changes which will occur as well as of the high 
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sensitivity for numerous and differing situations which will require the un- 
derstanding of society and necessary help so as to overcome more easily the 
transitional difficulties and at the same time so that the distribution of ob- 
ligations, sacrifice and deprivation will be such as to convince the workers 
and citizens that they are based on the economic strength of every individual 
and his family and that they are in direct proportion to that. Even under 
these unfavorable economic conditions, then, social welfare policy should also 
influence the motivation of the workers and all factors in society to overcome 
the economic difficulties as soon as possible. There must be opposition to 
the tendency toward further leveling in the distribution of personal incomes 
which are based on the results of work, though great difficulties will be en- 
countered in this because of the rising cost of living. The social welfare 
situation makes it necessary for economic policy and a social welfare policy 
linked to it to exert maximum influence toward utilization of every opportu- 
nity to step up production. 


Ill. Social and Economic Prerequisites for Fulfillment of the Long-Range Eco- 
nomic Stabilization Program 


1. Under the conditions of the economic crisis our society is exposed to in- 
tensified pressure of various antiself-management and antisocialist commit- 
ments, nationalism, bureaucracy, statism and liberalism, as well as to a ques- 
tioning of the value of the foundations of our system, our fundamental commit- 
ments and the results of the material transformation of our overall socialist 
self-managing community. 


In all moments and periods which represent turning points for our society, as 
our entire revolutionary experience shows, it is decisive that the organized 
Socialist Alliance of Working People, the subjective forces, and especially 
the League of Communists, be able on the basis of a critical examination of 
the situation in society to construct a program of changes in development of 
social relations and the productive forces which offer responses to the given 
stage of development as to how the augmented social and economic contradic- 
tions are to be resolved on the long-term course of development of socialist 
self-management and a strengthening of the federal character of the Yugoslav 
community. A positive program of change has always been the best answer to 
all those forces and individuals who question our system and the basic produc- 
tion relation from antiself-management positions. 


2. For the long-range economic stabilization program to be carried out suc- 
cessfully, major changes are indispensable in the economic, social welfare and 
sociopolitical spheres. We need to part company with living beyond the means 
offered to every workingman and the entire society by his own work and income. 
The entire system of evaluation in society must, then, be subordinated to this, 
the point of departure being the only possible yardstick--that everything be 
evaluated according to the contribution of current and past labor. Price re- 
lations must be changed on that basis, and distribution as a whole freed of 
the domination of statist determination of relations in distribution. Changes 
are also inevitable and indispensable in the existing economic structure, and 
its one-sidedness has to be corrected. In economic cooperation with the world 
there is an indispensable need for a decisive breakthrough and restructuring 
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of the entire economy toward work and business operation which will day by day 
bring us closer to the criteria of productivity and efficiency of the advanced 
countries. In the social welfare sphere there must be a fight against level- 
ing, there must be a strong intensification of motivation and the worker's in- 
terest in work and creativity, and those social inequities must be combated 
which are not based on the results of work, but on income from property, rent 
and other sources of income without work or which are incomparably greater 
than the work invested, since such inequities are a cause of social imbalance 
and tension in society. 


In the political sphere of society the democratic characteristics of socialist 
self-management and of a community of equal nationalities and ethnic minori- 
ties must come to full expression. It is indispensable that all the organized 
socialist subjective forces show the mobilization and vigor required by this 
kind of social situation and especially a readiness to lead the ideological 
fight for the lasting commitments of society, for the conceptual foundations 
and fulfillment of the Long-Range Economic Stabilization Program, and a deter- 
mination to radically alter the status quo. It is decisive for sociopolitical 
communities and administrative agencies that the delegate system be the center 
of decisionmaking and that the strength of delegate assemblies, delegations 
and delegates be fully used to carry out the program and to follow up on its 
performance, and that democratic accountability be borne by all executive and 
administrative bodies and agencies, all holders of public authority, for the 
performance of their obligations and tasks. The bodies and agencies of socio- 
political communities have in many respects been operating outside the limits 
of their constitutional positions and powers, and their governmental character 
and features have been accentuated, and their self-management nature neglected. 
This position of theirs has been especially manifested in the use of inappro- 
priate methods of pressure in regulating economic and social flows. 


With due respect for independence and differences, delegate assemblies should 
work to broaden the sphere of what is held in common and show concern for 
this, whether it is a question of basic organizations of associated labor or 
of opstinas, provinces, republics or the Federation itself. Changes in the 
economic, social and political sphere should have the result of achieving the 
most important prerequisite for changing the status quo and for carrying out 
the Long-Range Economic Stabilization Program--the direct invcelvement of the 
working class and of every individual worker and the full mobilization of the 
subjective forces to carry it out. 


3. We can emerge from the economic crisis only if all factors of production 
are set in motion on the broadest front and the economic and social conditions 
are created for their maximum activation. To that end it is indispensable to 
undertake to carry out the long-range economic stabilization program in stages, 
and in each stage through synchronized social and economic programs at all 
main points, simultaneously and integrally. Sound results cannot be antici- 
pated from taking individual and partial measures detached from the Long-Range 
Economic Stabilization Program and without social preparations. In that way, 
as our practice to date has demonstrated, no very sound results can be 
achieved, since often one measure nullifies the other or gives up some of its 
own effect, since it has not been synchronized or accompanied by appropriate 
steps in other segments of policy and the system. 
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On the basis of the documents of the long-range economic stabilization program 
the first stage of its realization should be prepared with the appropriate 
changes in the system of expanded reproduction, in the system of foreign eco- 
nomic relations, in the price system and relations, in the monetary and credit 
system, in the system of taxes and contributions, and in the distribution of 
gross and net income. 


Changes should come simultaneously at those key points. On the basis of the 
documents of the commission those changes ought to be prepared before October 
and all the essential conditions thereby ensured for conduct of economic ac- 
tivity by organizations of associated labor in 1984 and on that basis a gen- 
eral campaign of the subjective forces set in motion for those conditions to 
be accepted and carried out--consistently, resolutely and with unity. 


In this sense and in the light of the new and stricter conditions for the con- 
duct of economic activity it is indispensable that the workers in every orga- 
nization of associated labor examine their own economic position, set their 
own house in order, mobilize their material and manpower capabilities and no 
later than the end of the year set forth measures and activities in the eco- 
nomic area and overall business area for the coming year. In practice a broad 
range of differing situations will be encountered from organization to organi- 
zation, from those collectives which will see in the new conditions an oppor- 
tunity for successful and dynamic development two those which will face a ques- 
tion of survival. 


In these moments the presence and commitment of all the social and economic 
factors are indispensable in examining the situation, in offering aid and in 
seeking solutions on the basis of the Anti-Inflation Program. That social and 
economic aid should be conditional and furnished for a specified period of 
time so that every able entity sees its prospect for getting out of the diffi- 
culties and an impetus for making use of all its potential. Wherever this is 
not possible, when the economic conditions and results of business or the mar- 
ket show that there is no efficient solution for particular organizations of 
associated labor and that continuation of their operation and business would 
actually signify a loss of social capital and a continuing operation at a 
loss, that is, when even a reorientation of production is not possible on a 
profitable basis, it will be necessary to undertake their liquidation. In 
this connection consideration should be given to providing other jobs to work- 
ers of such organizations or for another production operation to be organized 
and the property to be preserved or transferred for management to those eco- 
nomic entities which can do business successfully with it. In every such case, 
tovether with the interested organizations with which these organizations have 
had business ties and ties in reproduction, the obligations which arise out of 
liquidation have to be established on the basis of gross income and income and 
joint investments, and the bank should also be involved. 





It is evident from all that has been said that fundamental practical prepara- 
tions, preparations concerning personnel, and organizational preparations are 
indispensable to realization of the first stage of the Stabilization Progran. 
This is a very large and delicate task. .When business conditions are set 

forth and when everyone sees his position, serious differences will arise in 
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interests and, accordingly, there will be differing commitment to the Stabili- 
zation Program and differing ideological commitments. Serious resistance to 
change, strong inertia in society to maintain the status quo, should be an- 
ticipated, since the status quo affords many people an easy life with little 
work or economic accountability. That is why it is very essential for the 
workers to be fully informed about the goals of the program and about the 
character of the change, and also for an ideological showdown with conceptions 
that nurture group-ownership and state-owership behavior, voluntaristic and 
subjectivist decisionmaking or which are motivated by a defense of privileges 
and positions in society which have not been earned through labor. 


4. The material position of the economy is extremely serious. Illiquidity 
and overindebtedness (internal and external) are of such nature as to consti- 
tute a serious impediment to carrying out the Stabilization Program. The many 
years of exhaustion of the economy and the unsatisfactory results of economic 
activity because of low productivity and efficiency have had their toll. The 
way out of this, as is evident from the entire program, lies in creating con- 
ditions for worker motivation and the effect of economic coercion so that all 
the productive forces are set in motion 1.4 the income and accumulative capac- 
ity of. the economy are augmented. However, the economy's present material po- 
sition is such that in many organizations interest and real opportunities for 
setting in motion the wheel of production and productivity will be hampered 
and restricted unless there are definite changes in the distribution of income 
to its advantage, that is, unless there are certain relaxations of the internal 
and external obligations which have piled up, unless its obligations on the 
basis of certain criteria are distributed in such a way that t'. organizations 
of associated labor are given room to maneuver in order to operate according 
to the new and more difficult business conditions. To demand essential 
changes in labor productivity and business efficiency along with that kind of 
indebtedness, without improving the material position and without making it 
possible for the economy to adapt, would be extremely difficult and actually 
impossible. 


But redistribution of the existing obligations is only a temporary relief. 
Given that distribution in the past has as a whole been what it has, it would 
be difficult to expect improvement of the reproductive and accumulative abil- 
ity of the economy and its different behavior in the division of income be- 
tween accumulation and consumption. That is why in the first phase, in ac- 
cordance with the Anti-Inflation Program, it is indispensable to diminish the 
relative share of government and social service expenditure and investments in 
the income of the economy and thereby not only to expand its material capabil- 
ities, but also offer a framework of the changes which must be made in all do- 
mains of the life of society. 


Particular attention should accordingly be paid to the position of SAP Kosovo 
and its economy. The accumulated problems of an economic and social nature 
demand that all the measures which the severity of this situation make indis- 
pensable be examined within the framework of the overall course of the Long- 
Range Economic Stabilization Program. This has to be done at the very outset 
of carrying out the program. The measures should be an integral part of 
translating the program into operational terms and not undertaken subsequently, 
when the situation demonstrates that they are inevitable. 
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5. Along with carrying out the first stage of the Long-Range Economic Sta- 
bilization Program work should begin and go forward without hindrance on joint 
scientific, technological and energy strategy, as well as on studving the demo- 
graphic, ecological and defense problems related to long-range development up 
to the year 2000 and, wherever necessary and possible, even over a longer pe- 
riod of time. 


All the creative forces of our society should be brought together on this task 
and preparations made in good time for the stages in carrying out the program 
which follow after the first stage. If this is not undertaken immediately, we 
will lost valuable time for preparing qualitative changes in the structure of 
our economy, the energy and technological problems will become more severe, 
and the disproportionately large dependence on foreign science and technology 
will be perpetuated. The development of these strategies has paramount impor- 
tance, since the changes in conditions for the conduct of economic activity 
are not in themselves sufficient to contribute over the long run to the pool- 
ing of labor and capital, to the drafting of a joint development and economic 
policy on the basis of division of labor within the framework of the unified 
economic region. This is an essential cindition for a general rise in the ef- 
ficiency of Yugoslavia's economy, for the indispensable structural changes and 
for carrying out the subsequent stages of the Long-Range Economic Stabiliza- 
tion Program. If that period of time is used only to adapt to the new busi- 
ness conditions, after 1985 or a bit later our lag relative to the advanced 
countries will increase still more, whereby all the problems demanding those 
more therough undertakings and other changes will be compounded still more. 


6. The abandonment or essential restriction of administrative methods of eco- 
nomic activity and of numerous interventions will make it evident that, begin- 
ning with basic organizations of associated labor and the‘r associations, all 
the way to economic chambers, associations of banks, and miuny intermediary in- 
stitutions in the economy and associated with the economy, as well as in the 
opstinas, provinces, republics and the Federation, the administrative appa- 
ratus has become essentially larger. In line with those operating and busi- 
ness conditions in which arbitration by numerous government agencies was al- 
ready represented, it acquired positions and power over the economy. The bur- 
dening of the economy with the costs of the oversize services which under 
those conditions were indispensable is not the only consequence of that size 
and position of the administrative apparatus. Th size of that apparatus is a 
reflection of the spread of bureaucratic tendencies in associated labor itself, 
but also in society at large. Accordingly, reduction of that apparatus, its 
reorientation toward production work and other productive work, are a major 
task which has economic and social importance. 


This also applies fully to the bodies and agencies of sociopolitical communi- 
ties and sociopolitical organizations. Aside from reducing the number of em- 
ployees to a measure which is in line with the requirements of the long-range 
stabilization program and a different position of government bodies and agen- 
cies relative to the economy, there is a need to change the methods in which 
those bodies and agencies operate, to orient them toward economic examination 
and more thorough monitoring and analysis of economic development, to turn 
them toward the use of scientific research, toward a change in planning 
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practice, etc. Their primary task will now be to turn toward the delegate as- 
semblies and their needs. 


As for sociopolitical organizations, the fact that acute problems of self-man- 
agement Lave taken on paramount importance and the need for changes in the 
economy will necessitate close monitoring of and familiarity with real events 
in society as a whole, above all in associated labor, direct involvement at 
points of crisis in basic organizations and everywhere where ideological vacil- 
lation, errors and social deformations call for a vigorous and militant pres- 
ence. 


It can be confidently said that the government and political organization has 
been set up on an extensive basis, that there is a great deal of parallelism 
in operation, that the style of operation and decisionmaking is not based suf- 
ficiently on a well-organized information system, on a regular monitoring of 
the situation in self-management and in the real economic development, and 
also that it is turned above all to the information of government bodies and 
agencies and their staff service. The linkage with institutes, university 
schools and research services is inadequate, and scientific personnel have 
been brought to work on important tasks of an economic and sociopolitical na- 
ture only sporadically and without responsibility. Ongoing verification and 
construction of the social strategy necessitate the nurturing of lasting ties 
of the subjective forces with those institutions which in their scientific and 
public work have been committed to a study of our social reality. 


In a word, viewed from the economic point of view, everything that is an ele- 
ment of the unjustified social overhead which the economy cannot support 
should be reduced to the limits of the possible load on income at the present 
level of labor productivity, and the debureaucratization of all factors in so- 
ciety, from the basic organization of associated labor to the Federation, 
[should be undertaken]. The administrative apparatus should be reduced to the 
necessary limits, tendencies toward bureaucratization of society and petit 
bourgeois spontaneity combated, since this is fraught with the danger of a 
constellation of forces in society which, if not at the very first, through 
its existence and activity, could become a great obstacle to carrying out the 
Stabilization Program. 


7. Implementation of the Stabilization Program will also put the problem of 
personnel on the agenda. Wherever in the restructuring to accommodate the new 
business conditions it turns out that the present professional management of- 
fices and bodies, the workers’ council and specialized supervisory personne! 
cannot carry out the necessary changes and guarantee successful operation, it 
will be necessary to elect a new workers’ council and professional managers or 
equip the staff services for the tasks which await then. 


The actual performance of the Economic Stabilization Program will be an authen- 
tic occasion for the necessary differentiation within work collectives and man- 
agement bodies. It will be a large-scale test of self-management and an occa- 
sion for many personnel to bill themselves both as managers and as workers. 
Following each period the results of work and operation should be the basis 

for verifying whether the relevant bodies of management or specialized teams 
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can continue their work. Every year year-end statements, the success of the 
bus‘ness steps taken and of investments should be the basis for evaluating 
their work. 


The losses incurred are a sufficient warning that there should also be debate 
of the ability of personnel to perform the job entrusted to them. It is a 
condition for our progress that able people be enabled to get to the right 
places. The bodies of self-management and professional management in organi- 
zations of associated labor bear responsibility above all to their own collec- 
tives, and their electicn und accountability should be within the collective 
and on the basis of the economic performance they achieve. The right of the 
sociopolitical communities and sociopolitical organizations in the conduct of 
personnel policy should be reduced to the limits of their rights and powers on 
the basis of the Law on Associated Labor. One of the basic principles in 
choosing people for supervisory positions should be the results they have 
shown to date and the results which will be achieved in carrying out the sta- 
bilization program and in the further development of every organization of as- 
sociated labor. Replaceability, accountability, and public scrutiny of work 
should apply to everyone, there also should be full support for bold undertak- 
ings, and independence, support for readiness to take a risk, without which no 
business operation in the economy can be successful. Possible failures on 
this basis and a momentary loss on a transaction should be distinguished from 
overall unsuccessful business performance, from the poor results of poor orga- 
nization, uneconomical use of the resources of society and of labor. The in- 
stitutions of the entire political system should be consistently expected to 
show responsibility for cari, ng out the Long-Range Economic Stabilization 
Program. Both the personnel working in these institutions and the personnel 
in associated labor and government agencies bear equal responsibility within 
their respective activities for waging a persistent struggle to carry out this 
program, and the same social requirements with respect to accountability, pub- 
lic scrutiny of their work and replaceability should basically apply to them 
as well. 





8. Respect for lawfulness in the conduct of business and the operation of all 
organizations and agencies in the economy and in society is an essential pre- 
requisite for the development of self-management and for successful economic 
development. Independence in operation, initiative, boldness in taking eco- 
nomic steps is one thing, and the violation of legal norms and self-management 
ethics is something altogether different. Shortcomings manifested in this 
sphere have their basis in the exaggerated normative regulation of relations 
and in administrative restrictions, but also in a wrong-headed attitude toward 
social ownership, toward income as a social category and not a group-ownership 
category or private-owner usurpation of income. The struggle against this 
must be uncompromising and must be undertaken with full responsibility. 


9. Social welfare problems and the social consequences of the changes envis- 
aged must not be left in the background by any means. Every economic and so- 
cial entity will be confronted with the need to solve these problems. Actu- 
ally the economic and social aspect of every problem should be evaluated at 

one and the same time, and the measures combined with the need to acknowledge 
the economic and sociai weight of each of them. One-sidedness and bureaucratic 
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indifference must not be allewed in the treatment of people's existential 
problems. Precisely so that the economic course will be manifested and so 
that it will be real and feasible, social problems and varying situations in 
which the workers and their families will find themselves must not be ne- 
glected. There is a need for differentiated treatment of various worker cate- 
gories as a function of the level of their personal income, for the burden of 
stabilization to be borne in proportion to economic strength, for solidarity 
that respects the need for help and support in the first stage, for relief 
of the situation of those most threatened, and so on, as well as for aid to 
families with a large number of children, concern for the costs of institu- 
tions which care for children and make family life easier. All of these are 
very important factors in the entire action which must be treated with the 
greatest care and attention. Only by concerted forces and with solidarity, 
along with the justified social demand that everyone at his workplace do ev- 
erything in his physical and mental power will it be possible to achieve suc- 
cess in this large social undertaking and open up new prospects for further 
successful material prosperity, for development of the relations of socialist 
self-management and for our community's overall progress. 


The Basic Premises ... and the Concluding Section of the Long-Range Economic 
Stabilization Program have set forth the basic sociopolitical commitments and 
basic changes in present socioeconomic relations and in development and eco- 
nomic policy. 


in line with the Basic Premises ..., matters related to adaption of the eco- 
nomic system to the requirements of economic stabilization, the strategy and 
bases of development policy, social welfare policy, regional development and 
development of important economic sectors (fuel and energy, technological de- 
velopment, agriculture, transportation, and small business) have been dealt 
with in detail in individual documents, and economic and other measures indis- 
pensable to successful realization of the Long-Range Economic Stabilization 
Program have been provided for. 


The document entitled “Strategy and Bases of Development Policy" has also fur- 
nished the general framework of material development along with possible quan- 
titative projections which can serve as the basis for specific adoption of de- 
velopment orientation in various periods and for appropriate verification of 
economic policy measures. 


On the basis of these documents all the necessary elements have been given for 
drafting the Plan for Implementation of the Economic Stabilization Program, 
for preparation of the plans of organizations of associated labor and the 
plans of sociopolitical communities, and for still more detailed elaboration 
of the various segments of the economic system and economic policy. 


On that basis the Basic Premises ... and the Concluding Section ..., together 
with the Plan for Carrying Out the Long-Range Economic Stabilization Program, 
which has been prepared by the Federal Executive Council, offer a sufficient 
insight into the conceptual basis of the program as well as an insight into 

the stages of its implementation ard the character and sequence of the particu- 
lar measures. 


135 Belgrade, July 1983 
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YUGOSLAVIA 


STATUS OF ELECTRIC POWER PRODUCTION, CONSUMPTION 
Belgrade PRIVREDNi PREGLED in Serbo-Croatian 17 Aug 83 p l 


[Excerpts] The present consumption of electric power in the country is 4 to 6 
percent more than last year at this time and amounts to about 148 million kwh 
daily. Hydroelectric power plants provide about 43 million kwh per day, thermal 
electric power plants provide 85-90 million kwh, and thermal electric power 
plants based on mazut and gas provide about 10 million kwh; the nuclear power 
plant is under repair. The difference between consumption and production, about 
14 to 18 million kwh, is being supplied by imports. According to Milos Prodan- 
ovic, assistant director general of "“Jugel" (Association of the Yugoslav Elec- 
tric Power Economy), foreign electric power supplies will be repaid in the fall 
and spring. 





Beginning on 20 August an increase in electric power consumption is expected, 
so producers warn of the need for economizing and saving. Thus, consumption 
throughout the country has been reduced in the past weeks 4 percent below the 
plan but this varies according to republics and provinces. In Macedonia re- 
ductions reached 20 percent, in Bosnia-Hercegovina about 7 percent, in Montene- 
gro about 6 percent, Serbia 2.8 percent, and Slovenia 1.4 percent. 


This has been one of the driest periods in the last 40 years and no increase in 
the water level of rivers and streams is predicted soon. At present production 
from such water sources is about 30 million kwh daily, or about 20 percent less 
than planned, while 13-14 million kwh are produced from water storage lakes. 


The long dry period has also resulted in less production and storage of electric 
power, i.e., electric power accumulation is about 1,020 million kwh less than 
planned. The worst situation is in Bosnia-Hercegovina where one will have to 
start to cautiously use somewhat more accumulated power in the coming period 
because higher consumption is anticipated. 


In addition to lack of rain, the shortage of mazut has contributed to the un- 
satisfactory production of electric power. This shortage has brought to a 
standstill about 700-to-800-megawatt capacities based on liquid fuel, and 
caused postponement of the start-up of new plants in Kosovo and in Obrenovac 
[Serbia]. 


CSO: 2800/445 
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YUGOSLAVIA 


SREBRIC DISCUSSES ECONOMIC PROBLEMS, SOLUTIONS 
Zagreb VJESNIK in Serbo-Croatian 17 Jul 83 p 3 


{Interview with Borislav Srebric, vice president of the Federal Executive 
Council, by Ante Zivkovic, date and place not given] 


[Text] The present economic situation and the ways of overcoming economic 
difficulties, in fact, economic stabilization, are in the center of attention 
of our public and on the agendas of almost every meeting--from those in 
workshops to those of the management of the sociopolitical organizations. 
Economic stabilization is especially in the center of attention since the 
SFRY Assembly recently accepted the measures proposed by the SIV [Federal 
Executive Council], which refer to relations with foreign countries, or more 
exactly, to the payment of debts and the obtaining of credits to revive our 
economy. All this has been the motive for a talk with Borislav Srebric, 
vice president of the SIV, who is by his position very involved in these 
questions so crucial for our development. 


[Question] What economic achievements this year do you regard as the most 
valuable? 


[Answer] Economy is not a matter of inspiration or exploits but of steady 
productive work. However, the increase of exports to hard-currency countries 
at a time of industrial stagnation is a significant result. But this increase 
lags considerably behind the general policy of the real exchange of the dinar 
and the resultant limitation of congeumption, which is nourished from social 
income. Why? Many OUR [Organizations of Associated Labor] try to compensate 
all this by increasing domestic prices. That is why our inflation is so 

high. Our domestic market is too soft and makes it possible to avoid 
selection. The illusion persists that it is possible to survive merely by 
selling on the domestic market and that somebody else should solve the 
foreign-currency problems, as if the overcoming of the balance of payments 
limitations were not a matter of the economy itself. I do not think, however, 
that we have to export everything and that everybody should export. It would 
not be good if the producers of scarce raw materials and energy turned to 
exporting their goods. Manufacturers should export more. 


[Question] In which directions is it necessary to concentrate economic policy 
measures? 
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|Answer!] Our current economic situation indicates, first of all, a need for 
further pressure toward exportation, solution of the nonliquidity of the 
dinar, and revival of production growth. It may sound paradoxical, but it 

is economically (and thus economicpolitically) clear that none of these tasks 
can be achieved without further limitation of total domestic demand and 
consumption. If we do not want to cut even more into the workers income, 

we must much more rapidly and more efficiently suppress all sources of 
fictitious income. Everybody should realize that we can no longer export if 
the domestic market is more attractive than the foreign market. We cannot 
overcome the problems of the dinar's nonliquidity if we use only inflationary 
methods. Equally, we cannot achieve the growth of production if we keep 
waiting for economic policy measures. Why do we not, for example, import 
more in order to increase export-oriented production? What impedes the 

OUR from jointly solving import-export problems? Obviously, the lack of 
mutual links and low labor productivity. 


[Question] At what point is it possible, with a considerable part of restric- 
tive economic policy measures, to move to stimulative measures? 


[Answer] I think that we frequently do not distinguish economic measures from 
restrictive ones. The danger of regarding necessary economic measures as 
restrictive consists in the weakening of the efforts of self-managing 
subjects. I am certainly not thinking of measures like the limitation of 
expenses for business trips, etc. Why should we, for example, regard as 
restrictive those measures which ought to eliminate investments without 
secured funds? All measures that should achieve more efficient business 
activity are not restrictive in the negative sense. Is the overcoming of 
economic difficulties not the greatest stimulus for all self-managing 
subjects? I regard only those neasures which limit and impede self-management 
restrictive. Self-management cannot be practiced outside achieved income. 





[Question] In which areas do you see a possibility and a need for stimula- 
tive measures? Where can we expect further restrictive measures in the near 
future? 


[Answer] All measures that impede the positive action of economic laws, the 
development of exportable production and the achievement of real income should 
be abandoned. On the other hand, we must count on further limitation of 
demand which is not covered by real income. These limitations are necessary, 
the more so since the payment of foreign debt represents the pouring off of 
real monetary accumulation. We could not export the inflation, even if the 
dinar were convertible currency. 


[Question] What is the basis of the concept of relying on our own strength? 


[Answer] We must keep in mind first that reliance on our own strength is not 
a slogan but our vital need, independent from the pressure of foreign debts. 
Strictly speaking, the concept of relying on our own strength presupposes 
steady qualitative changes in economic activity and development, and the 
economically rational use of the total social income. What are the prospects 
for our society if, for example, with the same or similar technical equipment, 
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our productivity is two to three times lower than in the economically 
developed countries? On the other hand, if we spend more than we produce, 
we must admit that our economic life rests partly on parasitic elements. It 
should not, therefore, be a matter of controversy that reliance on our own 
strength is the only prospect for our society, and that there is no valid 
alternative. There is a lucky circumstance that in the previous period we 
created productive capabilities which can achieve a considerably higher 
income. 


[Question] Where do you see the strengths of this concept and its firmest 
support? What are its weaknesses? How can they be eliminated? 


[Answer] Our productive capacities and socialist self-management are our 
support. The world knows us by them. Why should the concept of relying 

on our own strength have weaknesses? Are you thinking of economic 

isolation? The problem consists in the fact that we cannot activate our own 
forces more completely in a short term. This may represent the weakness of 
this concept. 


[Question] Is there a real alternative to the policy of sliding toward a more 
real dinar exchange rate? Do we have to work on the attenuation of its 
unpleasant side effects? 


[Answer] We have been practicing a policy of a real exchange rate for the 
dinar since the beginning of this year. This policy does not have a good 
alternative if we want to assert the positive effect of economic realities 
and create the conditions for our activity to actively fight for its place in 
the international division of labor. Moreover, the real dinar exchange 

rate must exert increasing pressure for more rational economic activity and 
development in order to diminish its inflationary effect. This can (and 
must) be achieved with the abandonment of a facile and unjustified increase 
in domestic prices. We cannot accept having the real exchange rate mean an 
incessant devaluation of the dinar. The policy of the real exchange rate for 
the dinar is by no means in conflict with a stable exchange rate. However, 

a stable exchange rate is not a matter of administrative decisions but of 

the cooling of inflation. 


World prices must become the basic criterion for the determination of 
domestic prices and their relations. Self-managing organizations which 
operate at a loss must be exposed to the consequences of such operations. 
Without such a selection we cannot expect any qualitative changes in our 
economic activity and development. 


[Question] A gradual lifting of the price freeze is, together with every- 
thing else, related to the need to moderate the influence of high interest 
rates, which are still not realistic. To what degree should this be 

done? 


[Answer] We will not achieve anything if we regard a gradual price "defreeze" 
as the creation of conditions for easier and larger price increases. We 
would be obliged to return quickly to the price freeze, but together with 
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measures that we have avoided so far. Therefore, it is completely wrong to 
relate the price "defreeze" with the increase of interest rates. Why 
shouldn't we relate the interest rate increase to the high inflation? It 
cannot be regarded as economically normal to make profit at the cost of 
somebody else's resources, without causing a rapid decrease of the value of 
those resources. 


The solution to the negative effect of higher interest rates cannot be sought 
in still higher inflation, but in the decrease of credit relations which 

are also otherwise based on a fictitious credit potential. Im the OOUR 

the natural advantage of financing current reproduction over financing 
investments must be thoroughly understood. In this sense, the SIV has 

sent to the assembly the Bill of Liquid Assets. 


It is self-evident that the credit relation cannot be reduced overnight. 
Therefore, one must not completely exclude a certain effect of the interest 
rate increase on prices. But it is necessary to immediately start diminishing 
the credit relation and using the available moneys as working assets. 


[Question] What are the chances for stopping the decline in production? 
How can we stop it--linearly or selectively? Who will make the selection and 
when? 


[Answer] I am convinced that there are significant material possibilities 
not only to stop the decline, but even to revive the growth, of production. 
The disruption of the ties between the ORU in order to acquire one's own 
miserable amount of foreign currency is becoming an ever stronger factor of 
the production decline. We are dealing here not only with subjective 
weaknesses. Why are the OUR oriented much more toward "their own" socio- 
political communities, and much less toward each other in the struggle with 
economic difficulties? There has appeared a dualism of the state and 
self-managing relations which suppresses self-managing relations. 


If we, for example, had an unimpeded circulation of foreign currency in our 
country, our economy would more easily acquire intermediate materials. This 
is not a mere statement, but a real possibility. Moreover, isn't the use of 
over $4 billion of foreign credits in various forms a real foundation for 

the revival of the growth of production? Obviously, the revival of this 
growth must be selective. A corresponding increase of exports must be 
secured. But when we ask, who must make the selection, we are making a big 
mistake. The selection must be object‘vely imposed. Nobody's voluntarism 
can bring economically positive results. Only capable self-managing subjects 
can overcome the difficult balance of payment limitations. 


[Question] The decline of real wages is, for the time being, higher than 
planned. In spite of this, wages are still being criticized as one of the 
significant factors of instability. Where is the real measure? 


[Answer] The drop in real wages exceeds the plans if we ignore the stagnation 
and decline of production, and thereby real income. But the problem does not 
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consist in the lack of precision. Responsible people in our country are 
aware of the negative consequences of the decrease of real wages, especially 
those of workers in material production. Economic policy for this year has 
insisted on a larger decrease of investments, especially noneconomical 

ones, in order to preserve workers wages in some way. Unfortunately, total 
investment activity is slowly adapting to the economic difficulties (in SR 
Croatia somewhat faster than in the other parts of the country). The 

reasons are only partly of an objective nature. Many projects are in the last 
stages of construction, so that their abandonment would cause great economic 
harm. A much more important reason is the fact that we have not yet got 

rid of our investment mania. Construction of new projects often begins with- 
out the necessary means for their completion. Moreover, the construction of 
projects that cannot be activated in a short time is not worth completing. 


The limit of the decline of real wages is conditioned, above all, on the 

need for monetary accumulation which we must use to pay foreign credits. 

The solution must be sought in switching part of the burden from workers 
wages to wages earned outside regular employment, that is, reducing the 
portion of social income that is used to finance common and general social 
needs, and especially in a faster creation of conditions for the increase 

of income. Further changes in the distribution of income already pose, in 
an acute form, the question of the narrowing of activities and even of the 
existence of some unprofitable institutions. If selection is necessary in 
production, it should be expected even more in the entire noneconomic sphere. 


[Question] If we, for a moment, neglect the general situation of foreign- 
currency liquidity, we are still faced with the consequences of an 
irresponsible and negligent attitude of banks (although not only banks) toward 
the fulfillment of obligations in the country and abroad. How can such 

things be eliminated? Who should eliminate them? 


[Answer] The phenomena you have quoted are not recent. We have carried over 
our irresponsible attitude toward our obligations to foreign countries, 

too. Banks are least to be blamed for the present situation. Banks did not 

embark upon dubious investments and borrowing abroad of their own will alone. 


The SFRY Assembly recently enacted laws proposed by the SIV which contain 
all the necessary mechanisms for orderly payment of fixed and guaranteed 
obligations toward foreign countries. Comrade Planinc, chairperson of the 
SIV, on that occasion offered our public a complete picture of the foreign 
liquidity of our country. We can preserve our foreign liquidity only with 
great efforts. The problem of dinar liquidi.. still to be solved. 
Measures intended to alleviate the present dit: iculties will be undertaken 
soon, 


[Question] What is the meaning of foreign credits that are being negotiated 
now? To what degree do they help in the fulfillment of obligations and the 
economic situation? How much do they cost in fact? Why did they for a 
moment look like aid? 


[Answer] We did not for a single moment count on free aid. We had in mind 
credits, under conditions which would not call in question the credit 
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capacity of our leading banks. Difficult negotiations of our banks over a 
credit of $200 million last summer showed that foreign banks wanted first 
to collect the considerably larger maturing obligations of our banks. That 
is why they were slow in signing the contracts. 


Foreign credits that are finalized as a Western package supported by the 
IME enable us to pay our obligations properly and to revive the growth of 
our production. Economic effects of these credits depend exclusively upon 
us. We must not allow them not to lead to an increase in exports. This 
means that our current balance of payments should be positive even by next 
year. 


It is understandable that with our low production economy, the terms under 
which we obtain new foreign credits are very harsh. Because of the 
inflation of the dinar, the interest rate is not 11 percent, but much higher. 
We must expand more rapidly that production which can bear all the terms. 


[Question] By what means is it possible and necessary to separate associa- 
tion for the sake of acquiring more joint (foreign exchange) income in 
exports from foreign exchange blackmail? Is it not in the end necessary to 
eliminate sale for dinars that is formal only, along with various require- 
ments for sales in the country with preliminary exchange of foreign currency 
in a particular bank? Is such a sale for “foreign-currency dinar" only a 
poor substitute for the saving of foreign currency? 


[Question] How is it possible to separate association for the sake of 
obtaining larger common (foreign currency) incomes in exports from foreign 
currency blackmail? Isn't it, after all, necessary to combat only the formal 
dinar sale, by setting as a condition for the sale in the country previous 
conversion of foreign currency in a specific bank? Is such a sale for 
“foreign-currency dinar" only a poor substitute for the saving of foreign 
currency? 


[Answer] I think that we do not share the same opinion about the validity 
of our foreign-currency system. Namely, a circulation of foreign currency 
being absent, various conditions for handling foreign currency are necessary. 
A foreign-currency system which introduces foreign currency into the 
relations between the domestic OUR makes by its very nature its circulation 
impossible and pushes domestic currency out of the commodity-money relation. 
Owners of foreign currency behave naturally like people who possess a very 
scarce commodity. We have built a foreign-currency system on a strict linking 
of imports and exports, therefore, we must not be angry at the many negative 
consequences. Setting up the conditions for the handling of foreign currency 
is not even remotely one of the gravest of them. 
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YUGOSLAVIA 


BRIEFS 


PKJ FOREIGN OFFICES CLOSE--According to a 21 July decision of the executive 
council of the assembly of the PKJ (Yugoslav Economic Chamber), PKJ branch 
otfices in Munich, Hamburg, Chicago and San Francisco will cease operation 
temporarily as of 30 September, while advisers in such branches in Hungary, 
Romania, Bulgaria, Czechoslovakia, Poland, the GDR, France, Great Britain, 
Ireland, Belgium, Luxemburg, Austria, Switzerland and Lichtenstein will be 
returned to Yugoslavia also at that time. These and some other [PKJ] decisions 
are the first actions taken in rationalizing the network of PKJ offices abroad 
and the first concrete action taken within the sphere of foreign trade organi- 
zations. It would have been good if organizations of associated labor, or 
banks, which have more than 1,200 branches throughout the world, had done this 
earlier. With the closing of these branches, the return of advisers abroad, 
and the changes in rulings on distributing funds for personal incomes for 
representatives abroad, about $500,000 is expected to be saved in the last 4 
months of 1983 when most of these decisions will begin to be applied. [Excerpts] 
[Belgrade PRIVREDNI PREGLED in Serbo-Croatian 27 Jul 83 p 5] 


LJUBLJANA BANK--Delegates to a meeting of the assembly of the Associated Bank 
of Ljubljana were informed of the unfavorable results of economic operation and 
the deepening of some negative tendencies in the operation of this large finan- 
cial association in the first 6 months of this year. Dependence of the economy 
on bank credits is only slowly being reduced, while the pooling of funds has 
increased the indebtedness of the economy so that bank credits to the economy 
are increasing instead of the economy increasing its own funds deposited in 
banks. Metod Rotar, president of the business council of the bank, reported 
that foreign exchange inflow was below that of last year, although commodity 
export trends of bank members were favorable. The unfavorable trends are the 
result of a reduced inflow from services rendered and from capital investment 
work carried out abroad, but also the result of more administrative work in 
economic relations with foreign countries, resulting in less hard currency 
available to bank members. In spite of this, the bank met its obligations 
abroad, as well as to the National Bank. Thus, $625 million were provided to 
import goods and services, $72 million for contracted-for credits, and $48 
million for unpostponed payments on principal. The remainder of the deficit 
was covered by buying foreign exchange, largely from citizens, in the amount 

of $150 million. It was stressed that the bank is strictly meeting its fixed 
and guaranteed obligations. A statutary decision was made at the meeting, 
according to which the bank, jointly with 17 Yugoslav banks and the National 
Bank, can accept credits from the package of international credits. [Excerpt] 
[Belgrade PRIVREDNI PREGLED in Serbo-Croatian 2 Aug 83 p 8] 
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BUDGET DEFICITS--At the last meeting of the finance council of the Chamber of 
Republics and Prov’nces representatives of the Federal Secretariat for Finance 
said that this year’s federal budget lacks 53 billion dinars to meet its regular 
obligations; this is almost one-quarter of the total budget of 246 billion 
dinars established at the end of last year by the Yugoslav Assembly. Egon 
Padovan, assistant secretary for finance, saic 22.5 billion dinars are lacking 

to finance the Yugoslav People’s Army, 5.1 billion dinars are lacking for 
veterans and disability payments (10.5 billion dinars are still owed to the 
federal treasury from last year for this purpose), and 7.8 billion dinars are 
lacking to finance the development of the underdeveloped republics and provinces. 
The Chamber of Republics and Provinces just before summer recess adopted a 
decision according to which the Interest Community for Economic Relations with 
Foreign Countries will get 67.2 percent of the funds collected from customs fees. 
This money should serve to stimulate exports to the convertible currency area. 
This percentage was planned to be 59.7 when the federal budget was adopted at 

the end of last year. This means that the sources of revenue of the budget 

will be reduced by this increase the way in which this deficit will be made up 

is not yet known. Only two things are known: if debts continue to be carried 
over from year to year, in a few years the deficits will be more than the budget 
itself; and last year the FEC (Federal Executive Council) decided that the 
budget would no longer be financed from the printing of money, i.e., from credits. 
This was one of the biggest destabilizing factors in previous years. When the 
Yugoslav Assembly reconvenes in September this [the budget] will be one of the 
"hot topics.” The FEC, even before the summer recess, tried to limit the in- 
crease in pensions, child allowances, and social assistance, together with 
limitations on general and joint [social service] expenditures, that is, [pro- 
posing] that pensions would not follow an increase in personal incomes but 

would not be increased more than 19 percent over the previous year. It is no 
longer a secret that the fate of pensions will have to be shared also by per- 
sonal incomes. It is also entirely logical that in the fall a proposal will be 
made to reduce the rights of all other users of the federal budget. In regard 

to the army, the funds planned for its modernization (this is one-half of the 
total 155 billion dinars allotted to it this year) will not be reduced. But 

the other half which pertains to personal incomes and the standard of living 
will have to share the fate of all the other consumers in the country. [Excerpts] 
[Belgrade PRIVREDNI PREGLED in Serbo-Croatian 9 Aug 83 p 1] 


INCREASED NUMBER OF VETERANS--Although the pension and disability insurance 
communities owe “only™ about 14 billion dinars at present, it is estimated that 
this will increase, with the debt brought over from earlier years, to over 28 
billion dinars by the end of this year. The considerable increase in insurance 
outlays has arisen because of the abrupt increase in the number of veterans 
pensions. After extending the deadline for proving veteran status, claims for 
recognition of such status added 120,000 new veterans, in addition to the 380,000 
who already have pensions financed from the federal budget. More than one-half 
of these have already begun to receive a veteran's pension. [Excerpt] [Belgrade 
EKONOMSKA POLITIKA in Serbo-Croatian 18 Jul 83 p 7] 


LOANS FOR PENSION PAYMENTS--In order to pay out monthly pensions and disability 
payments, [pension and disability insurance] communities of Bosnia-Hercegovina 
and of Serbia are each borrowing 1.1 billion dinars a month, Croatia over 2 
billion dinars, Slovenia 700 million, Vojvodina about 600 million, Macedonia 
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300 million, Kosovo 200 million, and Montenegro about 150 million dinars in 
short-term credits at interest rates of 20 to 32 percent. [Excerpt] [Belgrade 
EKONOMSKA POLITIKA in Serbo-Croatian 18 Jul 83 p 9] 


ELECTRICITY IMPORTS, EXPORTS--In the first half of this year Yugoslavia imported 
391 million kwh of electric power from the clearing-account area, and exproted 
nearly 1.2 billion kwh as payment on debts owed to the West European countries. 
[Text] (Belgrade EKONOMSKA POLITIKA in Serbo-Croatian 18 Jul 83 p 9) 


ELECTRICITY PRODUCTION--In the first half of this year about 31.5 billion kwh 

of electric power was produced, 2.3 percent more than the plan and 8.6 percent 
over 1982 production. Thermal electric power plants fired by coal produced 

14.2 billion kwh, such plants based on liquid fuel produced only 1.2 billion 
kwh, or 40 percent less than planned and 40 percent less than last year, while 
the nuclear power plant produced nearly 2.5 billion kwh or 25 percent more than 
planned. Hydroelectric power plants produced 13.5 bilJion kwh which is approxi- 
mately in line with the plan and 2.4 percent more thau last year. In the first 
half of this year 30.5 billion kwh was consumed, or 2.2 percent more than in 
1982, but 8.5 percent less than planned. [Excerpt] [Belgrade EKONOMSKA POLITIKA 
in Serbo-Croatian 18 Jul 83 p 31] 
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